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ADDRESS  OF  "^VELCOME 
A.  L.  Deering 
Dean  of  College  of  Agriculture  and  Director  of  Extension  Service 
University  of  Maine,  Orono,  Maine 


The  New  England  Institute  of  Cooperation  is  organized  for  the 
purpose  of  bringing  together  yearly  those  representatives  of  public 
agencies  and  officials  of  fanners'  cooperatives  to  discuss  the  problems 
of  marketing  and  encourage  the  development  of  sound  buciness  methods  and 
principles. 

There  are  men  on  the  program  who  are  recognized  leaders  in  their 
field  whether  they  be  farmers,  cooperative  officials  or  connected  with 
college  or  research  agencies. 

Rapid  strides  have  been  made  in  the  field  of  cooperation  in  recent 
years,  especially  in  cooperative  marketing  of  farm  products. 

We  have  long  since  passed  the  period  wiien  enthusiasm  and  hot  air 
were  the  prime  requisites  in  the  organization  of  such  cooperatives.  Our 
efforts  in  education  and  the  experience  of  large  numbers  of  farmer  direc- 
tors have  taught  us  all  that  certain  fundamental  factors  must  be  present 
and  complied  with  or  a  cooperative  if  organized  stands  little  chance  of 
success. 

Let  us  not  forget  thet  it  took  us  years  to  overcome  some  of  the 
early  difficulties  that  beset  cooperative  marketing.  It  should  give  us 
more  courage  to  tackle  those  problems  now  on  our  doorstep. 

The  adequate  financing  of  farmers'  cooperatives  is  a  major  prob- 
lem. It  is  no  longer  the  cause  of  failure  in  most  cases.  With  the  organi- 
zation of  the  Bank  of  Cooperatives  in  1933,  as  a  part  of  the  Fai'm  Credit 
Administration,  cooperative  groups  soundly  organized  are  eligible  for 
financing.   In  fact  since  that  year  cooperative  groups  in  the  New  England 
states  have  borrowed  from  this  source  alone  $4,000,000  of  which  amount 
over  $2,725,000  has  been  repaid.  The  repayment  of  facility  loane  is  of 
course  spread  over  a  long  period  of  years  and  thus  prevents  the  picture 
from  being  even  better. 

Successful  cooperatives  have  satisfactorily  vrorked  out  sound 
policies  by  which  boards  of  directors  are  guided.  However,  College  end 
Extension  forces  need  yet  to  aid  many  groups  in  this  field. 

Membership  relations  have  alvra.ys  been  and  always  will  be  a 
problem  yet  here  much  progress  has  been  made  between  the  individual 
cooperative  and  its  membership. 

However,  little  effort  has  yet  been  made  to  bring  about  proper 
relationship  between  cooperative  groups.  Education  in    either  too  slow 


for  the  average  man  or  vre  are  net  far  sighted  enough  to  set  up  a  long 
tine  plan  that  will  prevent  such  troubles  as  price  wars  and  unethical 
buGincss  practices  between  cooperative  groups. 

I  em  glad  to  sr.y  that  in  this  State  last  winter  our  coopera- 
tive groups  considered  the  organization  of  a  council  and  during  this  week 
such  will  be  formed.   This  New  England  Institute  could  in  my  opinion  con- 
sider the  advisability  also  of  bringing  its  influence  to  boar  in  this 
fir^ld  to  meet  those  problems  of  relationship  existing  between  coopera- 
tives or  commodity  interests  operating  in  part  on  a  cooperative  basis. 

Yle   are  glad  to  have  the  New  England  Institute  of  Cooperation 
meet  with  us.  We  believe  in  education  as  the  best  means  of  finding  a 
solution  to  our  problems  and  to  change  and  improve  the  service  wc  are 
trying  to  render  agriculture  and  the  public.  May  your  session  be  fruit* 
ful  and  progress  definite. 


COLD  STORAGE  LOCKERS 

K.   F.  Warner 

Estension  Meat  Specialist,  U»  S»  Department  of  Agriculture 


A  cold  storage  locker  is  a  "safety  deposit  box"  kept  in  a  room  rdth 
a  temperature  near  zero  where  families  may  freeze  and  store  food  supplies 
that  have  been  grown  at  home  or  bought »  Meats,  poultry  products,  bii.ttor, 
fruits  and  vegetables  are  stored  successfully  in  the  more  thaj-i  2,500  9-t:orcge 
locker  units  that  are  nov/  in  operation,  chiefly  in  the  Pacific  Worthv.-ost  and 
in  the  Corn  Belt, 

Beef,  to  be  stored  in  a  locker,  is  chilled  thoroughly  a.nd  promptly, 
held  in  the  chill  room  (about  34°  to  36°F)  for  5  to  7  days  to  ripen,  then  cut 
into  family-size  steaks  and  roasts,  v/rapped  in  moisture-proof  paper,  spread 
on  shelves  in  the  sharp  freezer  (-10  to  zero)  for  rapid  freezing  then  stored 
in  the  oivner's  locker  to  be  withdrawn  and  used  as  ho  wishes.  Other  meats  and 
poultry  are  handled  in  about  the  same  manner,  Finiits  and  vegetables  are 
washed  or  ivashed  and  blanched,  packaged  in  fiber,  tin  or  glass,  with  or  vri.th- 
out  syrup  or  brine,  depending  upon  the  character  of  the  product,  spread  for 
prompt  freezing  and  then  stored. 

Most  of  the  foods  can  be  held  in  the  freezer  for  6  months  to  a  year. 
Pork  fat  tends  to  become  rancid  if  held  longer  than  5  to  6  months.  The  peri- 
odic dressing  of  a  single  hog  or  calf  tvro  or  throe  times  a  year  Icsrens  the 
possibility  of  the  meat  becoming  \lndesirably  dry  (freezer  burn)  from  too  long 
stor?,ge. 

The  lockers  tliem^elves  are  made  mth  woven  wire  or  open-vrork  motal 
so  as  to  pcnnit  free  air  circulation.  Of  many  dimensions,  a  frequent  looker 
size  is  16"  x  20"  x  30"  vrhich  ivill  hold  over  200  pounds  of  packaged  meat. 
These  lookers  are  built  in  batteries  and  arranged  around  and  aoross  an  insu- 
lated room  where  the  temperature  is  held  at  plus  12  or  lower. 

In  addition  to  the  chill  room,  sharp  freezer  alid  storage  freezer,  a 
cutting  or  processing  room  is  essential.  Oftentimes  rn  office,  reception 
room,  machine  room,  sausage  and  Irord  room  and  small  slaughterhouse  are 
included, 

A  building  about  30»  x  50'  con  house  300  lockers,  which  is  prcbc.bly 

as  smr.ll  a  unit  as  should  be  operated  as  in  independent  business ^  Some  units 
contain  a  thousand  or  more  lockers*  Cost  of  such  a  unit  complete  v/ill  rrngc 
from  $30  to  $50  per  locker,  depending  upon  mroiy  factors,  including  the  cost 
of  labor  and  of  organization. 

Ice  companies,  creameries,  cold  storage  plants,  retail  meat  dealers, 
farmers'  organizations,  both  cooperative  and  otherwise,  own  rnd  operate  these 
locker  units.  Sometimes  a  farm  organization  will  help  finance,  or  undervo-ite 
ivlth  locker  subscribers,  a  unit  built  and  operated  by  a  local  meat  dealer  or 
ice  plant.  Combining  a  cold  storage  lockc?r  unit  vri.th  another  business  is 
reported  to  stimulate  the  other  business. 


Income  from  the  rental  of  cold  storage  locker  is  about  .^10  per 
year  though  it  varies  with  the  locality  and  size  of  locker.  Yearly  rental 
eliminates  much  of  the  bookkeeping  and  confusion  of  monthly  rentals »  Charges 
for  cutting  and  wrapping  meat  brought  in  by  patrons  is  about  1  cent  per 
pound;  custom  killing  is  at  $1  to  $2  per  head*  The  sale  of  farm  or  comraer- 
cially  dressed  carcasses  to  both  city  and  rural  patrons  nets  usually  a 
selling  charge  around  2  cents  per  pound.   These  additional  sources  of  rev- 
enue normally  increase  the  gross  income  of  the  unit  to  about  twice  the 
receipts  from  locker  rentals. 

Cost  of  operation  varies  with  cost  of  power,  water  and  labor.  One 
capable  man  who  is  able  to  meet  people  and  cut  meat  should  handle  a  300- 
locker  unit  with  only  a  little  help  at  peak  times,  such  as  when  farmers 
refill  their  lockers  just  previous  to  harvesting  crops. 

Financing  for  these  cold  storage  lockers  is  found  locally  as  a 
rule.  Some  cooperative  organizations  aro  reported  to  have  borrov/ed  money 
from  the  Farm  Credit  Administration,  YJhen  the  units  have  300  or  more 
lockers  that  are  largely  rented  the  income  appears  to  be  sufficient  to  pay 
for  operation,  interest,  and  curtailments  on  the  loan, 

ViTiether  or  not  a  community  will  support  a  locker  storage  unit 
depends  largely  upon  the  number  of  families  who  use  that  tovm  as  their  nor- 
mal trading  center  and  upon  the  local  food  sup'^ly,  One-third  of  these  farm 
families  should  be  probable  patrons;  in  some  places  90  to  100  per  cent  have 
lockers.  City  folk  ordinarily  rent  from  10  per  cent  to  40  per  cent  of  the 
lockers,  buying  the  foods  in  the  country  or  at  market  places, 

A  cold  storage  locker  is  of  chief  service  when  it  assists  the 
farm  family  in  obtaining  an  adequate  food  supply.  To  be  adequate,  that 
food  supply  should  be  (1)  ample,  at  all  seasons,  (2)  varied,  at  all  sea- 
sons, (3)  palatable  and  (4)  economical.   If  the  farm  families  do,  or  can 
produce  hogs,  calves,  lambs,  poultry,  fruit  or  garden  truck,  a  cold  storage 
locker  should  help  them  provide  an  adequate  diet  throughout  the  year.  To 
the  extent  that  a  locker  unit  performs  that  service  it  will  enlist  the  pat- 
ronage and  support  of  the  community. 


SELLING  POULTRY  PRODUCTS  BY  AUCTION 
E.  A.  Perregaux,  Extension  Economist 
Connecticut  State  College,  Storrs,  Conn. 


One  of  the  changes  which  has  taken  place  during  the  last  ten  years 
contributing  to  more  efficient  marketing  has  been  the  egg  and  poultry  auc- 
tion. The  first  successful  cooperative  auctions  selling  locally  produced 
eggs  started  in  New  Jersey  with  the  Toms  River  Auction  in  1930*   The  poultry 
producers,  basing  their  plans  on  the  experience  of  the  vegetable  growers  in 
selling  at  country  auctions,  started  the  egg  and  poultry  auction  develop- 
ment which  at  present  has  spread  throughout  the  Northeast, 

While  the  auction  is  comparatively  new  in  this  country,  egg  auc- 
tions in  England  antedate  our  efforts,  A  bulletin  issued  in  1927  in  Eng- 
land* states  that  there  were  over  100  egg  auctions  in  England,  most  of 
which,  however,  were  privately  operated  and  not  cooperative.  Nearly  one 
hundred  million  eggs  were  sold  by  a  cooperative  auction  with  16,000  mem- 
bers at  Roermond,  Holland,  in  1925,   In  fact  the  quality  requirements  for 
eggs  had  developed  to  such  an  extent  in  this  association  that  fines  vrero 
imposed  on  producers  for  bad  eggs.  Producers  were  fined  20  cents  for  bad 
eggs  on  the  first  offense  and  40  cents  on  the  second  offense  ivithin  two 
months  of  the  first.  Penalties  were  also  levied  for  selling  eggs  outside 
the  association  and  for  dirty  oggs, 

Vrtiy  has  auction  selling  developed  in  this  territory?  The  most 
important  reason  probably  is  the  rapid  increase  in  poultry  in  the  Northeast 
and  the  need  for  increased  outlets  for  local  oggs.  Receipts  of  high  quality 
eggs  from  the  Pacific  Coast  and  Utah  have  stimulated  interest  in  higher  qual- 
ity on  the  part  of  the  local  producers  in  order  to  maintain  their  place  on 
the  local  markets.   The  recent  fresh  egg  lav^s  vdth  the  more  stringent  qual- 
ity requirements  also  have  contributed  to  their  development. 

The  lower  egg  prices  in  the  early  1930' s  caused  poultnmien  to 
focus  more  attention  on  the  marketing  process  r.nd  stimulated  the  develop- 
ment of  new  types  of  marketing  organizations.   In  some  cases  the  fact  that 
the  existing  egg  cooperatives  did  not  handle  poultry  led  to  the  establish- 
ment of  poultry  auctions  which  from  their  inception  handled  both  egrs  and 
poultry.   In  some  instances  eggs  becojne  more  important  than  poultry.   The 
existing  cooperatives  of  the  pooling  t^rpe   operated  with  a  contract  which 
called  for  all  eggs  sold  for  marketing  purposes.  This  did  not  provide  a 
surplus  outlet  for  those  producers  who  had  an  established  reto.il  outlet  for 
part  of  their  product  and  wished  to  sell  at  wholesale  the  balance  thoy  wore 
unable  to  sell  at  retail. 


*  Economic  Serie*  No,  10,  REPORT  ON  EGG  MARKETING  IN  ENGLMD  AND  1/YALES, 
Ministry  of  Agriculture  and  Fisheries,  His  Majesty's  Stationery  Office,  1927 


The  characteristics  of  the  egg  auction  have  been  open  membership, 
no  contracts,  low  membership  fees  and  a  minimum  of  service  with  minimum 
charges  for  that  service.  The  member  is  expected  to  perform  part  of  the 
marketing  service  himself,  candling  and  grading  the  eg^s  so  that  the  auction 
■v\rill  only  neod  to  make  inspections  of  the  different  packs  to  check  on  their 
quality*  Returns  are  made  on  the  basis  of  individual  shipments  as  contrasted 
with  the  pooled  returns  which  had  been  true  of  most  of  the  asrociations 
operating  until  the  auctions  came  into  the  field.  Each  grower  is  paid  on 
the  basis  of  the  return  for  his  individual  lot  instead  of  his  egr:s  being 
graded  into  a  pool  and  returns  made  according  to  grade* 

The  original  set-up  of  the  auctions  called  for  sales  on  a  cash 
basis  in  order  to  eliminate  the  risks  of  a  credit  business.  Most  of  the  auc- 
tions are  located  in  producing  areas  althoUf^h  some  of  them  are  in  citiss* 

As  one  would  expect,  there  have  been  rather  marked  shifts  in  the 
characteristics  of  these  associations.  One  auction  has  abandoned  the  auc- 
tion sale  of  eggs  and  now  sells  eggs  at  private  sale,  still  retaining  the 
auction  method  of  selling  poultry.  The  management  of  this  association  feels 
that  it  can  realize  a  better  price  by  selling  eggs  at  private  sale.  Other 
associations  sell  part  of  their  supply  at  aviction  and  the  balance  at  private 
sale.  Some  associations  are  trying  out  a  100  per  cent  cojidling  service^-  one 
auction  already  fully  candling  between  30  and  40  per  cent  of  its  eggs.   This 
raises  the  question  as  to  whether  or  not  the  buyers  patronizing  the  c.uctions 
are  willing  and  ready  to  pay  for  the  increase  cost  of  candling  with  the 
resultant  increase  in  the  quality  of  the  product.  Do  buyers  vmnt  fi-illy 
condled,  high  grade  eggs  ready  for  sale  or  do  they  prefer  to  do  this  service 
themselves? 

Some  of  the  auctions  are  trying  out  different  methods  of  increas- 
ing sales  outlets.   One  auction  is  promoting  an  identified  carton  with  which 
it  expects  to  reach  the  retail  trade  and  create  demand  for  its  particular 
brand  of  eggs.  This  has  required  advertising  imd  considerable  organisation 
to  make  the  product  available  vfhcn,   as,  and  if  consumer  demand  for  it  has 
been  created. 

One  of  the  most  important  problems  of  the  auctions  is  rolrtions 
with  members.  By  the  vory  nature  of  the  location  close  to  oonsuiidnf^  areas 
which  allows  producers  to  sell  at  retail,  many  members  are  not  inclined  to 
ship  a  regular  amount  to  the  auction  throur;hout  the  year.  Those  irro[;ular 
receipts  create  a  difficult  marketing  problem  for  the  associations. 

Another  membership  problem  is  that  of  keeping  mem.bers  informed. 
Different  moans  are  used  by  different  associations  to  keep  their  members  up- 
to-date  about  the  activities  of  the  association.   It  is  extremely  difficult 
when  there  are  1,000  to  1,500  members  of  the  association  for  the  management 
to  call  individually  upon  each  member*  Some  associations  are  using  a  weekly 
news  letter;  others  a  rather  elaborate  y^.ar  book,  and  ctill  others  regional 
meetings  at  which  the  mojiagement  and  employees  of  the  association  discuss 
business  policies  vjlth  the  members.   In  some  sections  competing  agencies  are 
making  a  strong  bid  for  business,  often  offering  to  pay  a  premiian  above  the 
auction  price  in  order  to  get  members  to  ship  to  them  instead  of  to  the  auc- 
tions. 


The  character  of  the  auction  sale  in  itself  presents  problems  to 
the  management,  A  recent  strike  of  the  buyers  at  the  Flemington  Auction 
indicates  one  way  in  which  buyers  have  tried  to  manipulate  the  sale.  As  far 
as  I  know,  there  has  been  no  successful  attempt  by  buyers  to  disrupt  a  sale 
through  this  or  other  methods*  In  the  case  just  mentioned,  the  auction 
simply  withdrew  the  goods  from  the  sale  and  shipped  them  to  a  central  market. 

One  way  in  which  the  auction  has  made  an  effort  to  prevent  buyers 
from  dominating  the  market  has  been  the  stop-loss  bid  in  which  the  represen- 
tative of  the  association  buys  on  the  market  in  competition  vrith   the  other 
buyers.   This  is  a  successful  means  of  preventing  buyers  from  manipulating 
the  sale.  However,  it  also  presents  a  very  serious  problem,  if  during  the 
transactions,  the  stop-loss  bid  price  is  higher  than  that  which  the  auction 
can  realize  on  the  eggs  if  they  are  v/ithdrawn  and  shipped  to'  some  central 
market.   The  function  of  the  stop-loss  bid  originally  was  primarily  to 
stabilize  the  level  of  market  prices  eJid  prevent  manipulation  as  has  been 
indicated  above.  However  in  some  cases,  it  has  gone  beyond  this  point  and 
set  a  price  higher  than  justified  by  market  conditions,  v/hich,  while  tempor- 
arily benefiting  the  members,  in  the  long  run  may  cause  the  association  seri- 
ous difficulty.  An  abnormally  high  price  over  any  period  of  time  would  nec- 
essarily attract  more  business  to  that  particular  sale  and  increase  produc- 
tion, all  of  which  might  result  in  lower  prices. 

Another  danger  of  this  pirticular  practice  is  that  it  may  result 
in  the  association's  losing  its  auction  characteristics.  The  proper  point 
at  which  to  place  the  stop^loss  bid  so  that  it  prevents  manipulation  and 
yet  does  not  raise  the  price  high  enough  to  cause  the  association  difficul- 
ties is  one  of  the  management  and  requires  delicate  adjustment  to  achieve 
its  purpose.  Telephone  bids  are  part  of  the  price  structure  in  the  stop- 
loss  bid,  being  used  to  foster  stability  of  prices. 

One  difficulty  with  the  auction  type  of  selling  not  yet  overcome 
is  that  during  the  time  of  the  year  when  prices  are  rising,  the  auction  prices 
rise  faster  and  further  than  other  prices,  which  has  a  tendency  to  retard  con- 
sumption and  foster  accumulation  of  surplus. 

The  extension  of  credit  presents  a  serious  problem  to  most  associa- 
tions. Many  poultry  and  egg  buyers  are  not  over-endowed  v/ith  capital,  in 
some  cases  operating  on  a  shoestring,  so  that  they  often  request  credit  which 
the  management  is  loath  to  grant.  However,  the  perishable  character  often 
forces  the  management  to  sell  to  the  only  buyer  available  wiiich  results  in 
credit  losses  of  a  rather  serious  nature.  Various  methods  have  been  dis- 
cussed of  meeting  this  situation,  including  a  bond  for  the  bviyers,  certified 
checks  and  other  means  of  insuring  payment  to  the  auctions.  However,  no 
fully  satisfactory  means  have  yet  been  devised,  and  the  operations  are  still 
largely  a  matter  of  judgment  on  the  part  of  the  management, 

A  problem  which  is  facing  the  auctions  at  the  present  time  is  the 
demand  for  increased  service  on  the  part  of  different  buyers.  Some  buyers 
are  requesting  100  per  cent  candling  which  either  involves  pooling  of  differ- 
ent members'  products  or  outright  purchases  on  the  part  of  the  association 
with  the  added  margin  necessary  for  the  risks  involved.  Some  buyers  are 
requesting  the  associations  to  carton  their  eggs,  which  presents  much  the 
same  problem. 


Very  little  has  been  said  about  poultry,  V/hile  there  ar3  serious 
problems  in  handlinp;  poultry,  the  difficulty  of  classifying  poultry  in  the 
way  in  which  egjs  are  classified  has  made  this  largely  an  individual  proposi- 
tion so  that  a  minimum  of  handling  has  been  required.  However  some  of  the 
auctions  have  had  rather  serious  difficulties  with  shrinkage,  due  to  various 
causes.   Several  attempts  have  been  made  to  study  this  problem,  but  no 
definite  conclusions  have  been  reported. 

A  problem  which  v/ill  become  more  important  in  the  future  is  ths-t  of 
personnel  and  management.   The  boards  of  directors  of  the  associations  are 
responsible  for  the  management  of  the  associations.  Their  job  is  to  lay  dov/n 
policies  for  the  manager  to  carry  out.  Most  of  the  boards  have  done  a  very 
good  job  but  the  future  holds  problems  which  will  require  considerable 
thought  and  study  on  the  part  of  these  men  if  the  organizations  are  to  con- 
tinue to  be  as  successful  as  they  started.   The  majority  of  the  managers  of 
these  associations  have  developed  with  thorn.   This  in  itself  has  provided 
then  with  an  excellent  background  but  also  hi s  developed  some  problens  from 
a  personnel  management  point  of  view.  For  example  an  auctioneer  ucually  ful- 
fills an  im.portant  part  in  an  ordinary  auction.  He  usually  hires  the  clerk 
and  takes  complete  charge  of  the  sale,  making  collections  and  returns  to  the 
seller.   In  the  poultry  auctions,  however,  the  auctioneer  is  largely  under 
the  supervision  of  the  manager.   It  is  the  manager  v/ho  decides  what  the  stop- 
loss  bid  shall  be,  how  the  eggs  shall  be  sold  and  other  details  of  me^nage- 
ment.   The  manager  determines  the  level  of  prices  for  the  day,  after  consult- 
ing other  market  sources,  takes  responsibility  for  the  management  of  person- 
nel, operates  the  association  and  is  responsible  for  credit,  often  not  recoiv- 
ing  much  more  than  the  remuneration  received  by  the  auctioneer.   This  problem 
in  the  course  of  the  development  of  the  organizations  will  require  consider- 
able study  on  the  part  of  the  management  tc  make  returns  equitable  on  the 
basis  of  the  contribution  by  each. 

If  the  auctions  are  to  continue  to  be  successful,  trained  staffs 
who  cannot  only  efficiently  handle  the  product  but  who  c£.n  keep  accurate 
records  and  make  prom.pt  returns  \vill  continue  to  be  neceosary.  Accounting 
and  financial  records  do  not  receive  as  much  attention  as  they  warrant  from 
the  board  of  management  of  a  cooperative.  The  egg  and  poultry  cooperctives 
have  beei  fortunate  in  that  most  of  them  have  realized  the  need  for  accurate 
accounting  records,  tlany  of  them  have  set  up  complete  sets  of  accounts  and 
provided  for  an  audit  of  the  financial  records  each  year.  These  records  and 
the  audit  are  essential  to  proper  membership  management.  They  protect  not 
only  the  management  but  the  membership  as  well  and  assure  them  that  their 
business  is  being  rxxn   honestly  and  efficiently. 

Most  of  the  associations  have  kept  their  members  informed  of  the 
activities  of  the  associations  currently  through  their  membership  letters 
and  annual  reports.   If  the  associations  are  to  have  efficient  organization, 
the  membership  must  bo  trained  to  tho  responsibility  of  selecting  a  repres- 
entative board  of  directors  who  arc  capable  of  handling  the  management  prob- 
lems involved, 

A  problem  which  is  more  difficult  to  discuss  is  that  of  the  rela- 
tions bctvreen  cooperatives  themselves.   It  wgs  found  a  few  years  ago  that 
the  standards  and  grades  used  by  the  different  associations  varied  considor»- 
ably  which  when  prices  were  compared,  did  not  reveal  accurately  the  differ- 
ences which  actually  existed,  Yiliile  it  is  probable  that  the  organizrtions 
have  not  yet  developed  to  that  point,  it  may  be  that  the  success  of  the  auc- 
tion movement  may  foster  tho  organization  of  too  many  auctions. 


The  auction  method  of  selling  has  made  definite  contributions  to 
the  egg  industry  in  the  Northeast,   One  result  has  been  improved  quality 
through  the  ability  of  the  members  to  observe  the  relation  between  quality 
and  price,  A  study  made  in  Connecticut  indicated  that  v/ithin  the  grades 
and  qualities  sold  on  two  auctions,  weight  was  the  most  important  single 
factor  affecting  price,  followed  by  grade  and  color.  Apparently  individual 
members'  numbers,  with  a  few  exceptions,  made  little  difference  in  the 
prices  paid. 

Another  definite  advantage  of  the  auctions  has  been  the  publicity 
they  have  given  to  prices  of  local  eggs  by  grades  and  quality.   The  many 
membership  letters  mailed  to  the  producers  have  enabled  them  to  keep 
informed  on  prices  so  that  buyers  in  the  country  have  not  been  able  to 
impose  on  local  producers.  The  level  of  the  market  in  general  has  been 
raised  because  of  the  better  knowledge  of  prices  by  all  producers.  Formerly 
the  prices  paid  for  poultry  in  Connecticut  vrere  about  6  cents  under  New  York 
but  it  is  now  about  3  cents  -under,  depending  on  the  season.   Somewhat  the 
same  trend  has  been  true  of  eggs.  The  auctions  have  also  established  new 
outlets  for  local  eggs.  Many  small  buyers  who  formerly  bought  elsewhere 
now  patronize  the  auctions  because  the  assembling  of  a  large  enough  supply 
assures  them  of  their  needs  e.t   a  fair  price. 

During  the  last  fevj-  years  the  organizations  have  developed  very 
rapddly.   This  raises  the  question  as  to  how  long  they  can  continue  to 
expand  as  rapidly  as  has  been  true  during  the  past.   If  any  recession  takes 
place  in  the  poultry  industry  in  the  Northeast,  it  is  even  possible  that 
some  of  these  associations  may  have  a  decrease  in  their  volume  of  business. 

The  problems  which  face  the  organizations  in  the  future  are  the 
consolidation  of  the  gains  which  they  already  have  attained,  yet  at  the 
same  time  maintaining  their  organizations  flexible  enough  to  meet  such 
changes  as  may  occur  in  the  future.  Care  will  have  to  be  exercised  not  to 
acquire  physical  plants  or  equipment  which  will  not  be  suitable  for  develop- 
ment in  the  future.   Some  nov;-  plants  being  built  are  provided  mth  cold 
storage  facilities  and  other  means  to  insure  better  egg  quality. 

The  progress  made  during  the  next  few  years  7n.ll  depend  largely 
on  the  extent  to  which  the  boards  of  directors  are  familiar  with  not  only 
the  general  poultry  situation  but  the  situation  in  their  ovm  and  other 
organizations  in  the  Northeast, 
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PROBLEMS  IN  FARIvl  I.WTUAL  OR  COOPERATIVE  INSURANCE 
V.  N,  Valgren,  Principal  Agricultural  Economist 
Farm  Credit  Administration,  Washington,  D.C. 


The  object  or  purpose  of  farm  mutual  insurance,  if  I  understand 
it  correctly,  is  to  provide  the  farmer  with  needed  insurance  at  a  minimum  of 
cost  consistent  with  good  protection.  Practically  all  problems  of  farm 
mutual  companies  involve  either  the  quality  of  the  protection  or  the  cost 
of  the  protection  to  the  members,  or  both  the  quality  and  the  cost. 

If  we  strive  for  quality  of  protection  only  and  forget  the  cost 
we  are  quite  sure  to  go  astray.   If  we  aim  at  low  cost  only  and  forget 
the  quality  of  the  protection  we  again  are  likely  to  go  wrong.  Some  of 
you  may  be  inclined  to  suggest  that  to  stress  quality  and  cost  in  farm 
mutual  insurance  is  a  rather  tame  approach  to  insurejice  problems,  sines 
questions  of  quality  and  cost  enter  into  everything  that  wc  buy,  or 
provide  for  ourselves,  whether  it  be  goods  or  services. 

The  thing  sought  from  fire  insurance  is  such  an  intangible 
thing,  hovrever,  that  it  is  particularly  easy  to  overlook  its  real  quality 
until  it  is  too  late.   It  is  not  something  bought  for  immediate  use  as  in 
the  Case  of  food  or  clothing  or  medical  service  or  legal  advice,  or  other 
goods  or  service  that  meet  an  existing  want.   It  is  instead  something  that 
one  expects  to  fall  back  upon  under  certain  possible  future  contingencies, 
which  may  or  may  not  happen  to  you  as  an  individual,  'Vhen  a  person  buys 
insurance  his  property  is  in  existence,  and  it  gives  reasonable  promise  of 
remaining  in  existence.  Unless  this  is  true  he  cannot  obtain  insurance. 

The  necessary  cost  for  sound  farm  insurance  protection,  and  I 
again  have  particular  reference  to  insurance  against  fire,  is  also  a  mat- 
ter that  cannot  easily  be  ascertained.   In  nearly  all  States,  where  farm 
fire  insurance  mutuals  in  any  larger  number  are  found,  some  of  these 
mutuals  have  provided  their  members  with  good  protection  for  periods 
running  into  scores  of  years,  at  half  or  even  a  fourth  of  what  other 
similar  companies  have  found  it  necessary,  or  deemed  it  proper,  to  charge 
for  corresponding  protection.  There  is  here  little  if  any  fixed  relation- 
ship between  the  quality  of  the  protection  and  its  cost  to  members.   In 
fact  those  companies  that  have  collected  from  their  members  the  highest 
costs  over  a  period  of  years  have  in  some  cases  supplied  very  shaky  pro- 
tection and  have  contributed  disproportionately  to  the  relatively  small 
number  of  actual  failures  among  farm  mutuals.  Some  though  not  all  of  tho 
farm  mutuals,  on  the  other  hand,  whose  costs  to  members  have  been  among 
the  lowest,  have  furnished  dependable  and  high  grade  protection. 

The  cost  to  members  in  the  form  of  premiums  or  assessments  must 
necessarily  be  adequate  to  meet  all  losses  and  expenses  incurred  by  the 
company.  But  here  is  where  the  peculiarity  of  the  fire  insurance  business, 
and  more  specifically  the  farm  mutual  fire  insurance  business,  comes  in. 
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Fire  losses  on  the  fo.rm,  as  elscv/hcre,  are  very  lc:rgely  the  result  of 
faulty  or  criminal  human  behevior,  ond  as  to  the  members  of  the  fcrm 
mutual  this  behavior  in  relation  to  the  fire  hazard  is  very  materia]ly 
affected  by  way  the  compcjiy  conducts  its  business,  v/hether  the  manage- 
ment of  the  farm  mutual  is  conscious  of  it  or  not,  the  losses,  and  to 
some  extent,  the  operating  expenses,  can  be  and  are  to  a  considerable 
extent  determined  by  the  company  itself. 

Many  of  you  a^e  familiar  with  the  history  end  achievement  of  the 
Wew  England  Factory  Mutuals,  These  mutuals,  by  effective  emphasis  upon 
loss  prevention,  have  reduced  the  cost  of  insurance  for  the  type  of  prop- 
erty with  which  they  deal,  to  less  than  ten  per  cent  of  whf.t  it  was  fifty 
or  sixty  years  ago.  This  reduction  in  cost  of  protection  to  their  mem- 
bers has  been  brought  about  withoiit  any  sacrifice  of  the  quality  of  the 
insurance  protection.  Farm  property  differs,  of  course,  radically  from 
large  units  of  factorjr  property,  and  insurance  methods  of  dealing  with 
them  must  necessarily  also  differ.  Yet  the  principles  involved  are  sub- 
stantially the  same  and  farm  mutuals  like  the  factory  mutuals  can  and  do, 
when  wisely  meeting  the  problems  that  confront  them,  give  high  class  pro- 
tection at  surprisingly  modest  cost. 


Standards  for  Membership  snd  Risks 

One  of  the  first  problems  to  confront  a  farm  mutual  insurance 
company  in  its  efforts  to  provide  good  protection  at  low  cost,  is  that  of 
establishing  and  maintaining  reasonable  standards  for  membership  as  well 
as  for  risks  that  may  be  insured.  The  personal  qualities  of  the  applicant 
for  insurance  must  be  considered  and  checked  with  reasonable  care  if  the 
company  is  to  consist  of  members  that  can  be  expected  to  work  together  in 
a  true  spirit  of  cooperation  and  fair  play,  A  habitually  dishonest  person 
or  one  who  is  notoriously  negligent  in  the  c are  and  maintenance  of  his  prop- 
erty, has  no  proper  place  in  the  membership  of  a  farm  mutual,  or  as  a  policy 
holder  in  any  other  insurance  organization  for  that  matter.  Such  st?jidards 
and  attitude  may,  of  course,  make  it  difficult  for  a  person  of  the  type 
indicated  to  obtain  insurance,  but  this,  in  my  opinion,  is  as  it  should  be. 
The  way  of  the  wilful  transgressor  must  be  made  hard  if  the  number  of  per- 
sons in  organized  society  is  to  be  held  at  a  minimum. 

The  property  to  be  insured  needs  to  be  carefully  inspected  and 
only  property  that  is  in  reasonably  sound  and  safe  condition  should  be 
accepted  for  insurance*  Dilapidated  buildings  of  questionable  value  as 
well  as  better  buildin?;E  that,  by  reason  of  construction,  upkeep,  or  use, 
harbor  needless  and  serious  fire  hazards  must  be  rejected  unless  and  imtil 


needed  remedies  or  improvements  are  applied, 

Onljr  by  the  application  of  reasonable  standards  for  membership 
and  risks,  can  a  farm  mutual  expect  to  maintain  a  loss  record  that  makes  it 
possible  for  honest  rjid  efficient  members  to  obtain  their  insurancu  at  a 
cost  that  is  equitable  to  them.   This  holds  even  though  the  com.pany  clas- 
sifies or  rates  its  property,  as  it  should  do,  according  to  the  estimated 
probability  of  loss.  Wo  classification  or  rating  plan  has  ever  made  suf- 
ficient allov^T.nce  for  fire  hazards  to  enable  the  company,  vdth  fairness 
to  its  other  members,  to  insure  a  risk  that  has  an  even  or  a  bettor  chance 
of  burning  during  the  lifetime  of  the  policy. 
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Inspection  and  Education 

In  order  to  maintain  the  standards  of  safety  that  ought  to  pre- 
vail, the  risks  on  the  books  of  a  farm  mutual  should  be  periodically 
inspected  by  a  person  specially  trained  for  such  work.  At  least  one  spe- 
cial inspection  during  the  term  of  a  five  yeer  policy  is  believed  to  be 
necessary  for  reasonably  good  results.   The  agent  or  representative  of 
the  mutual  who  takes  applications  for  insurance  and  passes  at  least  tenta- 
tively upon  the  qualification  of  the  owner  and  his  property,  is  only 
rarely  the  best  kind  of  an  inspector.   Similarly,  it  may  be  said  that  a 
first  class  inspector  of  risks  frequently  lacks  some  of  the  qualifica- 
tions desirable  in  a  solicitor  or  salesman  of  insurance.  Some  of  the 
farm  mutuals  with  the  most  outstanding  records  for  low  cost  of  insurance 
coupled  vd.th  high  quality  of  protection,  have  m.ade  and  are  making  annual 
inspections  of  their  risks.  The  expense  involved  in  efficient  special 
inspection  is  likely  to  prove  the  best  kind  of  an  investment  in  that  the 
losses  prevented  materially  exceed  the  outlays  for  inspection. 

Coupled  with  a  special  inspection  program  should  be  a  program 
of  general  education  of  the  members  in  safe  construction,  proper  mainten- 
ance, and  avoidance  of  needless  hazards*   The  inspection  itself  and  the 
follow-up  of  the  inspection  results,  should  contribute  materially  to  this 
educational  program.  Further  educational  efforts  should  be  made  in  coimec- 
tion  with  the  annual  report  or  special  circulars  to  members,  which  should 
aim  to  keep  before  them  the  more  common  causes  of  farm  fires  with  special 
emphasis  upon  experiences  within  the  organization.   Specific  oxcmples 
drawn  from  the  company's  own  experience  are  likely  to  receive  more  atten- 
tion than  any  general  summaries  or  statistics  bearing  on  fire  losses  on 
the  farm,  although  these  too  may  be  used  to  advantage. 


Insurance  in  Relation  to  Value 

A  problem  that  no  farm  mutual  can  afford  to  overlook,  is  that 
of  alvmys  keeping  the  amount  of  insurB.nce  placed  on  property  well  mthin 
the  value  of  the  propcrtj'-  to  the  owner.   It  is,  of  course,  desirable  that 
the  honest  and  reliable  owner  be  as  fully  protected  by  insurance  as  prac- 
ticable.  Such  an  owner,  however,  will  be  better  off  in  the  long  run  by 
having  his  property  insured  to  about  three-fourths  of  its  value  at  a  very 
moderate  cost,  than  by  having  his  property  fully  protected  at  a  high  cost 
for  insurance  brought  about  by  needless  losses  occasioned  by  unscrupulous 
members  who  are  tempted  to  take  advantage  of  accidental  over-insurance, 

Jilanagers  of  farm  mutuals  have  often  reasoned  that  their  membership  on  the 
whole  is  honest  ejid  that  for  this  reason  occasional  cjid  accidental  over- 
insurrjice  is  not  a  scrio\;s  problem  with  them.   It  should  be  remembered, 
hovrcvor,  that  it  is  not  necessary  that  criminal  dishonesty  among  the  mem- 
bers be  common  before  over-insurance  re'tiults  in  burdensome  losses*   If  one 
member  out  of  each  100  members  takes  criminal  advantage  of  his  insurance, 
this  is  enough  to  double  or  treble  the  losses  thrt  the  company  would  have 
in  the  absence  of  any  Qorc>.  hazard.  All  insurance,  in  my   opinion,  should 
be  vnritten  on  such  a  basis  that  even  after  the  insurance  goes  into  effect 
the  ovmor  continues  personally  to  have  a  greater  economic  interest  in  his 
property  than  has  cjiy  one  else,  A  safety  margin  of  about  25  per  cent 
between  the  estimated  value  and  the  insurance  placed,  appears  to  be  neces- 
sary. In  other  words,  insurance  limited  to  75  per  cent  of  estimtited  vr.luo 
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seems  to  me  a  reasonable  compromise  between  a  desire  to  give  as  full  pro- 
tection as  practical,  and  the  necessity,  on  the  other  hand,  of  avoiding 
over-insurance . 


Advance  Premixims  or  Assessments 

As  we  know,  most  of  the  farm  mutuals  began  business  on  a  plan 
that  may  properly  be  described  as  giving  insurance  on  credit.  In  other 
words,  they  collected  from  members  at  the  time  insurance  was  placed  only 
nomj.nal  fees  or  initial  charges  and  deferred  the  collection  of  the  real 
insurance  costs  until  after  some  substantial  loss  or  losses  had  been 
incurred.  This  plan  of  extending  insurance  on  credit,  as  I  see  it,  has 
the  objection  that  there  will  invariably  be  members  who  fail  to  pay  for 
the  protection  that  they  have  enjoyed,  Some  will  sell  out  and  move  else- 
where and  in  other  cases,  for  one  reason  or  another,  certain  assessments 
must  be  written  off,  I  am  aware,  of  course,  that  some  post-Iocs  assess- 
ment companies  have  records  of  collecting  assessments  that  fall  only  slightly 
short  of  100  per  cent.  This,  however,  is  the  exception  rather  than  the  rule. 
Normally,  under  the  post-loss  assessment  plan,  a  greater  or  lesser  addition 
must  be  made  to  the  cost  of  insurance  of  the  remaining  membership  by  reason 
of  certain  members  having  obtained  protection  for  which  they  have  not  paid. 

Advance  premiums  or  assessments  based  on  the  past  experience  of 
the  company,  sufficient  in  amount  to  pay  for  insurance  for  at  least  one 
year  ahead  followed  by  subsequent  assessments  on  a  similar  plan,  are 
increasingly  in  use  by  farm  mutuals.  Advance  assessments  should  properly 
include  a  certain  margin  of  safety  in  each  advance  assessment  u.ntil  there 
has  been  built  up  a  fund  in  the  treasury. 


Reserves  or  Safety  Funds 

The  typical  farm  mutual,  whether  operating  under  an  unlimited 
pro  rata  liability,  or  limited  pro  rata  liability,  has,  of  course,  in  its 
right  to  assess,  an  indefinite  ojnount  of  what  may  be  called  hidden  assets, 
and  such  a  company  may  be  dependable  and  soiHid  even  when  it  has  no  funds 
in  its  treasury.  This  has  been  amply  demonstrated  by  the  history  of  farm 
mutual  insurance  in  the  United  States, 

Nevertheless,  there  are  very  valid  grounds  for  the  increasingly 
common  practice  on  the  part  of  farm  mutuals  to  supplement  their  hidden  or 
invisible  assets  by  certain  amounts  of  tangible  and  visible  assets  in  the 
form  of  reserves  or  safety  funds.  The  presence  of  such  funds  in  the 
treasury  it     the  most  acceptable  evidence  to  all  that  come  in  contact  mth 
the  company,  be  they  members,  prospective  members,  or  mortgagees  offered 
the  company's  policies,  that  such  company  is  not  only  mlling  end  able, 
but  is  ready,  to  meet  obligations  that  may  be  incurred. 

The  presence  of  reasonable  reserves  or  safety  funds  also  serve 
an  important  additional  purpose.  They  may  be  and  should  be  used  as  a 
means  of  stabilizing  or  equaliziog  the  assessments  from  year  to  year. 
Even  though  fire  losses  in  a  well  managed  farm  mutual  of  reasonable  size 
tend  to  occur  in  accordance  v/ith  what  are  generally  termed  the  law  of 
average,  some  year  is  quite  certain  to  bring  an  unexpected  number  and 
volume  of  losses  just  as  some  other  year  may  prove  unexpectedly  favorable. 
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The  company  with  a  reasonable  surplus  or  reserve  fund  meets  the  unexpected 
losses  in  part  from  its  funds  on  hand  and  is  spared  the  necessity  of  hv.ving 
to  spread  over  the  membership  the  entire  amount  of  such  losses  during  the 
abnormal  loss  year.  Reasonable  uniformity  in  the  cost  of  insurance  to  mem- 
bers, so  that  these  costs  can  be  at  least  roughly  anticipated  in  advance, 
enhances  the  service  that  the  company  renders  its  members* 


Maximum  Risks  and  Reinsurance 

One  of  the  most  common  weaknesses  among  farmers'  mutual  fire 
insurance  companies  in  the  past  has  been  the  practice  of  assuming  and 
retaining  without  reinsurrnce  larger  individual  risks  than  can  be  spread 
over  the  company's  insurance  in  force,  without  causing  an  iindesirablc  jolt 
to  the  members.  Happily,  here  too  there  is  noticeable  among  these  com- 
panies a  desirable  improvement.  More  and  more  they  are  limiting  their 
so-called  net  lines  to  a  more  reasonable  amount  in  relation  to  the  volume 
of  insurance  in  force. 

The  maximxm  single  risk  that  may  be  wisely  assumed  by  a  farm 
mutual  with  a  given  volume  of  business  depends,  no  doubt,  to  some  extent 
upon  other  characteristics  of  the  company,  A  closely  kii4"fe-  community  organ- 
ization may,  it  is  believed,  properly  carry  a  somewhat  larger  net  risk 
relative  to  its  volume  of  business,  than  a  more  wide-spread  organization 
with  a  less  strong  community  of  interest  and  understanding  among  its  mem- 
bers. Except  as  a  temporary  situation  in  the  oo.rly  stages  of  a  new  com- 
panj',  no  farm  mutual,  it  seems  to  me,  hovrever,  even  under  favorable  cir- 
cumstances, should  subject  itself  to  possible  loss  on  single  risks  to  oJi 
am.ount  exceeding  tvro  tenths  of  one  per  cent  of  its  insurrnce  in  force. 
This  me?ns,  of  course,  .|2,000  per  fl, 000, 000  of  insurance  or  |!200  per 
$100,000  of  insurance.  For  the  ordinary  farm  mutual,  that  operates  in  a 
county  or  larger  territory,  one  tenth  of  one  per  cent  or  $1,000  per 
$1,000,000  of  insurance  in  force,  may  be  considered  relatively  high. 

Strictly  local  farm  mutuals  with  so  small  a  volijme  of  business 
that  tr\vo  tenths  of  one  per  cent  of  the  insurance  in  force  will  not  give 
needed  protection  on  a  substcntial  part  of  the  farm  risks  in  its  terri- 
tory should,  in  my  opinion,  give  serious  consideration  to  the  possibility 
of  consolidating  with  one  or  more  other  local  mutuals.   If  reinsurance  has 
to  bo  carried  on  practically  all  risks  in  order  to  hold  the  cor.panj'-'s  net 
retention  within  suitable  limits,  or  in  the  absence  of  reinsurance  norrly 
all  members  have  two  or  more  policies  from  different  compcjiies,  the  situa- 
tion becomes  undesirably  complicated. 


Inter-company  Cooperation 

Many  probleiiis  confront  fern  mutual  insurance  companies  from  time 
to  time  that  can  be  satisfactorily  met  only  by  inter-conpany  cooperation. 
Such  cooperation,  it  is  interesting  to  observe,  is  practiced  to  an  increas- 
ing extent  by  the  farm  mutuals  in  the  United  States,   In  27  of  the  States 
yihere   farm  mutuals  novr   exist  in  some  numbers  they  are  organized  into  what 
are  generally  called  State  associations  of  farm  mutuals.  In  four  different 
States,  namely,  Idaho,  Texas,  South  Carolina  and  Georgia,  new  organizations 
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of  this  kind  have  been  brought  about  v/ithin  the  last  year  a.nd  a  half,   Sone 
of  the  States  here  represented  have,  of  course,  had  such  associations  for 
maiiy  years. 

Only  through  inter-compaxiy  cooperation  in  such  a  v.-ay  as  afforded 
by  a  State  association  can  the  farm  mutuals,  as  a  rule,  obtain  such  amend- 
ments to  the  laws  under  which  they  operate  as  may  be  needed  or  desirable 
from  time  to  time,  and  only  by  such  cooperation  can  they  effectively  defend 
themselves  against  possible  unfriendly  legal  proposals. 

Furthermore,  through  the  contact  afforded  by  State  associations 
the  needless  diversity  in  insurance  forms  and  in  methods  of  conducting 
the  business  tends  to  be  overcome  and  to  give  place  to  reasonable  stand- 
ardization as  well  as  improvement  in  forms  and  methods,  Reinsurr.nce  on 
larger  risks,  among  the  farm  mutuals  has  been  effectively  promoted  in  many 
States  through  these  associations.  Net  lines  or  net  retentions  on  such 
risks  can,  of  course,  be  held  down  by  concurrent  insurance  of  two  or  more 
mutuals.   But  this  means  that  the  farmer-member  muet  have  more  than  one 
policy  and  be  a  member  of  more  than  one  company.  The  distribution  of  the 
liability  on  larger  risks  in  my   opinion  is  a  function  of  the  insurance  com- 
panies, and  it  can  be  handled  by  proper  inter-company  cooperation. 


Perpetuating  Sound  Management 

It  would,  of  course,  be  absurd  for  mo  to  attempt  to  touch  upon  -.11 
the  various  problems  of  farm  mutual  fire  insurance  companies  that  have  e 
bearing  upon  the  quality  or  the  cost  of  the  protection  or  both,   I  wish,  how- 
ever, briefly  to  indicate  one  additional  problem  and  one  v/^hich,  in  my  opinionj 
has  been  too  often  overlooked  in  farm  mutuals,  I  refer  to  the  failure  of 
some  of  those  mutuals  in  the  past,  and  particularly,  of  course,  some  of  the 
smaller  ones,  to  make  provisions  for  perpetuating  experienced  management  of 
the  organization. 

Too  often  the  secretary,  who  is  usually  the  active  manager,  has 
been  continued  in  office  practically  unassisted,  beyond  the  time  v/hon  he 
could  reasonably  be  oxpocted  adequately  to  look  after  the  numerous  import-ant 
details  vdth  which  he  is  charged,  "Then  his  position  finally  has  become 
vacant,  by  reason  of  death  or  enforced  retirement,  the  affairs  of  the  com- 
pany have  been  found  in  bad  condition,  and  there  v/as  no  one  sufficiently 
acquainted  with  these  affairs  to  take  over  the  secretary's  duties  without 
an  interval  of  confusion  that  jeopardized  the  interests  of  the  organization 
and  its  members, 

ViTell  before  the  time  when  a  manager's  office  may  reasonably  be 
expected  to  become  vacant  due  to  the  advanced  age  of  the  encumbent,  at  least- 
a  part  of  his  duties  should  be  taken  over  by  an  assistant  who  preferably 
should  be  selected  with  e.   view  to  his  becoming  the  actual  manager  when  the 
existing  manager  no  longer  can  serve.   Some  strictly  local  companies  are, 
of  course,  so  small  that  they  find  it  a  burden  even  temporarily  to  provide 
an  assistant  for  an  aged  manager,  TTiere  this  is  the  case  the  existini';  aged 
manager  must  either  be  replaced  or  else  the  organization  should  consic'er 
possible  consolidation  with  some  other  mutual,  while  its  affairs  are  still 
in  good  condition.   It  would  ha-^/e  been  far  cheaper  for  many  farm  mutuals  that 
I  have  knCflTn,  to  have  pensioned  an  aged  farmer  manager  for  a  few  years,  than 
it  was  to  leave  the  company  in  his  hands  beyond  the  time  v.rhen  he  vms  in  posi- 
tion to  discharge  his  responsibility. 
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Conclusion 

Most  of  my  vie^vs  and  comments,  as  many  of  you  may  have  discovered, 
have  been  directed  toward  Farmers'  mutual  insurance  companies  in  general, 
I  have  ventured  little  specific  reference  to  special  problems  of  the  New 
England  mutuals  amon;  which  are  found  some  of  the  oldest  companies  of  this 
type  in  the  United  States, 

Most  of  jrou  doubtless  know  that  there  are  at  present  in  this  country 
about  1,950  farmers'  iiutual  fire  insurance  companies  vjhose  memberj;hip  con- 
sists largely,  if  not  exclusively,  of  farmers.   These  farmers'  mutual  fire 
insurance  companies  together  insure  over  3,000,000  members  or  approximately 
half  of  all  farmers  in  the  United  States,  The  total  volume  of  tlicdr  insur- 
ance exceeds  $11,000,000,000, 

The  average  animal  cost  of  this  insurance  on  a  Nation-wide  basis 
has  for  most  years  of  the  last  two  decades  been  bGtwf3dn  25/  and  30/  per  $100 
of  insurance.  No  very  careful  estimate,  so  far  as  I  am  aware,  has  ever  been 
attempted  of  the  savings  to  farmers  through  their  cooperation  in  providing 
themselves  with  fire  insurance  protection.  But  that  this  saving  runs  into 
a  very  substantial  number  of  millions  of  dollars  every  y^ ar  is  obvious  to 
any  one  who  even  casually  compares  the  costs  of  insurance  in  these  companies 
with  the  commercial  rates  for  insurance.  Farmers'  mutual  fire  insurance  is 
beyond  question  one  of  the  most  wide  spread  and  most  successful  as  v/ell  as 
one  of  the  old3st  forms  of  rural  cooperation  in  the  United  States,   It  merits 
well,  in  ny  opinion,  the  place  it  has  been  given  on  this  program  of  the  New 
England  Institute  of  Cooperation,  and  I  am  honored  to  have  the  privilege  of 
discussing  farm  incurcjicc  problems  with  you. 
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OPERATING  A  FARM  J.!UTUAL  INSURANCE  COIIPANY  IN  MAINE 
A.  M.  Blake 
Secretary-Treasurer,  Patrons'  Androscoggin  Mutual  Insurance  Company- 
Auburn  ,  Maine 


As  a  representative  of  one  of  the  Maine  Mutual  Fire  Insurance 
Companies,  I  esteem  it  an.  honor  to  be  present  and  take  part  in  this  pro- 
gram devoted  to  Mutual  or  Cooperative  fire  insurance. 

For  the  past  several  years  it  has  been  my  pleasure  to  read  the 
proceedings  of  the  National  Association  of  Mutual  Insurance  Com.panies,  and 
have  been  interested  in  the  various  addresses  of  prominent  mutual  insurance 
men,  and  especially  in  the  addresses  of  Dr.  Valgren,  but  it  is  a  double 
pleasure  to  be  able  to  hear  him  at  first  hand  upon  these  matters  of  mutual 
insurance. 

It  is  my  honest  opinion  that  it  might  be  to  the  advantage  of  this 
Institute  if  instead  of  my  taking  up  the  tine  to  present  what  I  have  to  say 
upon  mutual  insurance,  to  just  say  after  listening  to  Dr,  Valgren,  "Those 
are  also  my  sentiments,"  and  sit  down.  However  as  I  have  been  asked  to  con- 
tribute something  along  this  line,  will  endeavor  to  present  a  fev^  thoughts 
with  the  help  of  extracts  from  articles  I  have  read,  written  by  men  probably 
more  able  and  experienced. 

Having  been  a  Director  of  the  Patrons'  Androscoggin  Mutual  Fire 
Insurance  Company  for  fifteen  years,  and  during  this  time  having  served 
as  President  for  three  sjid  one  half  years  and  as  Secretary  since  May  1951, 
I  do  feel  as  though  I  may  be  somewhat  acquainted  vrith  a  few  of  the  probleias 
in  the  management  of  a  mutual  fire  insurance  company.  May  I  say  that  the 
Company  I  represent  was  organized  in  1877  and  its  coverage  which  now  amounts 
to  over  $12,000,000  is  ninety-five  per  cent  on  farm  buildings,  their  con- 
tents and  on  Grange  Halls  in  Maine,  and  with  approximately  seven  thousand 
five  hundred  policy  holders,  we  are  the  largest  farm  mutual  in  the  State, 
The  management  of  the  Company  is  really  under  the  direct  charge  of  a  Bor-rd 
of  five  Directors,  who  meet  every  month  and  go  over  the  business  in  hand 
especially  as  it  concerns  the  fire  losses  and  other  important  matters. 
While  much  of  the  adjustment  of  small  damages  as  well  as  minor  matters  of 
business  is  left  with  the  Secretary,  as  he  is  on  the  job  every  working  day, 
we  feel  that  much  of  the  steady  grovv-th  and  success  of  the  Company  is  due  to 
the  fact  that  each  Director  is  more  personally  concerned  with  the  progress 
and  welfare  of  the  Company  and  has  a  better  knov^ledge  of  the  idea  and  scope 
of  mutual  insurance  than  a  Board  of  Directors  who  only  meet  once  or  tvdce 
a  year  to  ratify  what  may  already  have  been  done  by  its  managing  officer. 

There  are  many  subjects  confronting  Mutual  insurance  companies 
that  might  vrell  be  considered,  but  I  will  try  and  confine  my  remarks  to 
only  a  few  of  them.  Mutual  insurance  is  cooperative,  but  not  communistic 
or  socialistic.   In  a  recent  issue  of  "The  Standard"  a  paper  devoted  to 
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fire,  life  and  casualty  insurance,  a  prominent  Boston  insurpjice  man  says, 
"There  is  Just  one  issue  involved  in  the  question  of  mutual  inr^urance, 
either  you  are  for  the  capitalistic  system  or  you  are  against  it,"  end  he 
also  adrls,  "A  mutual  company,  by  its  very  nature,  denies  the  capitalistic 
system.   It  is  a  consumer's  cooperative  plus-  and  to  me  it  is  entirely 
consistent  with  the  tenets  of  socialism  v;hich  deny  the  right  of  cf>.pitj:.l," 
An  editorial  in  a  later  issue  of  this  paper  coramentin.p;  upon  the  article 
quoted  from,  says,  "Profit  is  the  fvmdemental  feature  of  capitalism,  and 
every  word  uttered  against  reasonable  profit  is  a  blo^y  against  capitalistic 
system.   It  is  here  that  the  Mutuals  offend,  'jVhile  accepting  and  depend- 
ing upon  profits  from  their  investments,  they  decry  the  thought  of  profit 
on  the  other  side."  To  these  statements  I  humbly  disagree, 

I  do  not  understand  that  any  mutual  compsjiy  decries  the  matter 
of  profits,  it  simply  divides  the  rrofits  from  a  certain  group  doing  busi- 
ness together  among  a  larger  number,  than  among  a  select  fev;  vAo  may  be 
stock  holders.   It's  just  a  larger  circle  for  distribution  of  its  savings 
or  profits.  Now  I  have  no  quarrel  with  stock  insurance,  as  we  recognize 
that  it  is  one  of  the  largest  lines  of  business  in  the  World,  and  ably 
and  profitably  conducted,  but  this  does  not  necessarily  meen  that  it  is 
the  only  or  the  best  method  in  the  way  of  insurance, 

Hftitual  Companies  who  assess  for  losses  have  been  referred  to  as, 
"Pass  the  hat,"  companies,  Well  what  of  it?   It's  not  asking  for  charity 
and  vre   at  least  know  what  we  are  paying  for,  instead  of  paying  a  certain 
fixed  sum  which  you  may  be  sure  is  more  thtm  enough  to  cover  all  losses 
ELnd  expenses  and  usually  a  generous  profit.  Also  remember  that  when  we 
are  passing  the  hat  to  pay  for  past  losses  ond.   expenses  of  operation,  we 
are  also  figuratively  speaking,  passing  along  to  each  policy  holder  the 
profit  which  in  a  non-mutual  company  would  be  passed  along  to  a  fev;  stock 
holders  as  dividends.,  Yi/hat  mon  comong  us  would  want  to  pay  a  certain  fixed 
sum  to  cur  local  tax  collector  each  year  before  the  appropriation  for  the 
year  has  been  voted  upon  and  the  tax  rate  figured  out,  but  if  this  idea 
of  mutual  insurance  is  socialistic  or  comiministic ,  as  I  understand  these 
terms  and  their  aims  and  desires,  I  say  not  only  God  save  the  United  States 
of  America,  but  let  us  turn  about  and  march  the  other  Viray,   On  June  4th, 
Mr,  Harry  F,  Titus,  Executive  Secretary  of  the  Maine  Council  of  Reli";ious 
Education  told  Colby  College  students  that,  "The  Cooperative  movement  is 
an  effective  antidote  for  both  communist  cuid  fascist  tendencies,"  He 
spoke  of  his  experiences  with  farmers*  and  fishermen's  cooperatives  eind 
outlined  the  growth  of  college  cooperatives.  He  defined  a  cooperetive 
as,  "A  group  of  like-minded  persons  united  for  shared  living  in  one  of 
three  ways;  producing  goods,  selling  products,  or  saving  and  usinf.  money," 

At  a  hearing  before  the  Committee  on  Insurance  at  this  last 
session  of  the  Maine  Legislature,  the  President  of  the  Maine  Insurance 
Association  stated,  "That  mutual  insurance  had  been  a  God  send  to  the  far- 
mers of  Maine,"  and  I  believe  that  the  fami  mutuals  have  for  many  3'-ears 
kept  the  cost  of  insurance  within  reason  and  saved  the  policy  holders  at 
least  40  per  cent  of  the  so  called  bureau  rates  and  the  protection  has 
been  safe,  sound  and  reliable. 

In  many  of  the  addresses  on  mutual  insurance  quite  a  good  deal 
has  been  said  that  all  mutuals  should  be  operated  on  the  prepayment  plan. 
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This  may  be  the  ideal  way,  but  perhr.ps  not  always  practical.  During  the 
so  called  bank  holiday  (virhich  was  no  holiday  to  many  conipanies)  many  peo- 
ple or  firms  vdth  money  in  the  banks  aftor  the  reopening  were  restricted  in 
their  withdrawals  for  some  time*   I  know  what  it  meant  for  our  Company  to 
procure  loans  to  pecy   losses  due  during  this  time  when  vjhat  surplus  we  had 
was  in  a  bank  that  was  not  opened.  Yfnile  satisfactoiy  loans  were  procured, 
I  know  that  if  they  had  not  been  that  a  small  assessment  on  our  Itxrge  nijrni- 
ber  of  policy  holders  would  have  taken  care  of  the  situation  vrithout  hard- 
ship, so  it  appears  to  me  that  the  assessment  liability  is  a  real  asset,  more 
dependable  than  money  in  some  bejiks , 

Some  complaint  is  made  that  an  assessment  after  losses  occur  cannot 
be  collected  anywhere  near  100  per  cent,  but  the  experience  of  my  Conpany 
does  not  bear  this  out,  as  a  check  up  for  the  past  five  yearly  assessments 
shows  that  98.9  per  cent  has  been  collected.  Although  we  have  about  two 
hundred  fifty  agents  in  the  State  we  do  not  carry  credit  accounts  with  them, 
that  is  they  do  not  send  in  the  business,  and  we  bill  them  monthly  as  is 
usually  done  in  the  average  Stock  Agencies,  Perhaps  better  collections  are 
being  made  by  prepayment  of  premiums,  but  for  the  type  of  business  conducted 
by  us  we  feel  that  our  system  of  one  assessment  in  the  Fall  meets  the  approval 
and  convenience  of  our  policy  holders  better  than  a  large  payment  for  a  three 
or  five  year  policy  at  the  time  it  is  issued.  For  many  years  we  only  assessed 
for  enough  to  cover  losses  and  operating  expense  as  it  did  not  apnear  from 
the  State  Insurance  Laws  that  assessing  for  any  surplus  was  allowed.  This 
made  the  annual  cost  of  insurance  very  lovr   and  no  doubt  contributod  to  our 
grovuth,  A  few  years  ago  the  law  was  amended  to  allow  a  reasonable  amount 
to  be  raised  by  assessment  over  and  above  losses  and  expenses  for  a  reserve 
fund.   Since  this  change,  about  one  per  cent  has  been  added  to  our  loss  rate 
which  now  gives  us  a  reserve  of  $30,000.00,   It  is  our  plan  to  increase  this 
to  about  |i50,000.00  which  will  take  care  of  our  average  yearly  losses.   It 
is  our  idea  that  this  is  not  only  good  business  to  provide  the  surplus,  but 
vre  find  that  the  interest  received  more  than  pays  the  interest  payable  on 
necessary  borrowed  funds.  We  hope  to  increase  this  fund  so  that  in  the  near 
future  we  can  establish  a  uniform  rate  of  assessment  each  year,  I'fe  do  not 
suggest  or  advise  a  large  reserve,  but  an  adequate  and  a  liquid  one. 

The  causes  of  the  fires  are  many  and  far  too  many  are  of  a  mysterious 
nature.  It  seems  that  in  the  past  few  years  there  have  been  many  fires 
start  in  occupied  barns  from  so  called  unknown  causes,  and  investigotion 
does  not  seem  to  help  much  in  the  solution.   It  is  attributed  to  defective 
wiring,  combustion  of  hay,  matches,  but  never  from  smoking,  as  wo  find  all 
owners  particularly  careful  along  this  line  of  danger.  There  is  no  doubt 
but  what  many  fires  are  caused  by  showr  carelessness  by  people  with  perhaps 
the  best  intentions  in  the  world,  as  a  man  may  be  honest  and  would  not  think 
of  burning  his  buildings  to  get  his  insurance,  but  he  may  bo  so  careless 
regarding  conditions  in  and  around  his  buildings — poor  housekeeping  so  as 
to  speak — as  to  be  more  of  a  menace  than  the  few  who  commit  arson  for  gain. 
Yes,  wo  also  have  the  arsonist  to  contend  with,  but  I  believe  his  number 
is  comparatively  few.  We  have  had  several  known  cases  ajid  last  year  here 
in  Penobscot  County  a  jury  convicted  a  man  for  burning  buildings  insured  to 
him  in  which  he  had  no  equity.  From  my  limited  experience  in  Court  on  Arson 
charges,  I  believe  it  is  harder  to  convict  for  arson  than  it  would  be  for 
murder  as  the  evidence  is  almost  always  of  a  circumstantial  nature,  rlthough 
one  Judge  has  stated  that  sometimes  circumstantial  evidence  is  the  strongest 
kind  of  evidence. 


V/e  believe  in  inspection  end  classification  of  risks  and  for  the 
past  few  years  have  done  much  along  this  line  and  expect  to  continue  this 
work,  as  we  loiov/  by  so  doing  many  hazards  are  corrected  and  this  makes  bet- 
ter conditions  for  all  concerned,  although  it  does  mean  reduction  in  many 
policies  and  some  canceHations, 

The  reinsurance  of  risks  has  not  perhaps  been  practiced  much  by 
the  farm  mutuals  in  I.5aine  heretofore,  but  is  now  being  used  by  some  and  I 
think  it  only  a  matter  of  a  short  time  when  it  will  be  almost  universal 
v/ith  the  ether  larger  companies.   By  so  doing  it  provides  all  cove?rage  on 
buildings  under  one  policy  and  by  the  same  agent,  which  I  believe  will  be 
appreciated  by  at  least  the  mortgagees.   I  also  think  the  trend  i?  toward 
the  merger  of  small  town  mutuals  with  the  larger  companies.   v'*/hilc  mi.ny   of 
these  so-called  tovm  mutuals  have  been  very  successful  as  well  as  fortunate 
in  their  small  firo  losses,  it  does  appear  that  in  case  there  arc  two  or 
three  substantial  losses  in  a  year,  it  mr.kes  the  cost  rather  high,  but  if 
the  cost  is  spread  over  the  life  of  the  policy  the-  yearly  average  is  low. 
It  seems  to  me  that  the  really  weak  feature  of  these  companies  is  in  the 
total  amount  of  insurrjice  they  vo^ite  on  one  risk  without  any  means  of 
reinsurance. 

Another  important  feature  Is  the  endorsement  of  policies  in  favor 
of  mortgagees.   I  can  vouch  for  the  fact  that  the  number  of  mortgages  on 
Maine  Farms  for  the  past  five  years  has  greatly  increased,  and  it  appears 
in  most  cases  to  be  for  valid  reasons  or  for  causes  under  the  present 
economic  conditions  almost  beyond  the  control  of  our  present  day  farmers. 
A  great  majority  of  farm  mortgages  are  now  placed  with  the  Federal  Land 
Bank,  The  sad  feature  to  me  for  this  mortgage  condition  is  that  a  great 
majority  of  cases  mortgagors  are  men  of  advanced  years,  with  the  best  part 
of  their  years  of  activity  behind  them.   It  is  not  an  encouraging  picture 
for  the  future  prosperity  of  agriculture  in  Maine,   Our  relations  with  the 
Federal  Lend  Bank  are  and  have  been  for  the  most  part  very  harmonious  and 
cooperative,  7i[c  imderstand  that  there  is  some  complaint  regarding  the 
many  types  of  policies  that  they  have  to  deal  with,  and  there  is  no  doubt 
but  what  it  is  the  cause  of  much  extra  work,  but  I  can  say  that  in  VTiting 
a  policy  made  payable  to  the  Federal  Land  Bank  or  Home  Owners'  Loan  Corpora- 
tion causes  much  mora  work  in  my  office  than  a  policy  endorsed  to  other 
mortgagees.  My  complaint  along  this  line  is  that  many  borrowers  are  not 
familiar  enough  v/ith  the  kind  of  loan  they  are  getting  as  in  many  cases 
they  call  it  a  government  loan  and  do  not  Icnow  whether  they  hold  a  deed 
or  a  contract  and  it  calls  for  much  extra  correspondence.   It  is  also  my 
opinion  in  many  cases  that  too  much  insurance  is  demanded  on  buildings, 
many  of  them  not  in  first-class  condition.  We  understand  that  about  fifty 
per  cent  of  a  loan  is  made  on  the  value  of  land  and  the  idea  of  the  build- 
ings carrying  insurance  to  more  than  oover  the  mortgage  on  the  farm  dops 
not  appear  to  be  a  safe  basis  of  insurance  in  many  cases  for  any  company, 
and  we  do  not  accept  the  amounts  asked  for  in  some  cases,  but  we  believe 
it  is  mainly  the  fault  of  the  appraiser.  We  are  very  glad  to  cooperate 
with  any  mortgagee,  but  do  feel  that  when  a  policy  is  endorsed  and  giving 
the  mortgagee  protection  and  binding  the  Company  to  pay  loss  as  far  as  the 
mortgagee's  interests  are  concerned,  even  if  it  should  appear  that  the  loss 
was  a  dishonest  one,  that  the  mortgagee  should  be  under  some  obligation  to 
the  insurance  company  in  crse  the  premium  or  assessment  is  not  paid  by  the 
assured.  Most  mortgagees  do  cooperate  in  this  way,  but  some  refuse  and 
they  may  be  within  their  legal  rights,  bub  I  do  not -think  much  of  any  Com- 
pany or  person  who  in  any  business  matter  wants  and  demands  both  ends  and 
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the  middle  of  the  contract.  This  is  not  the  mutual  or  cooperative  idea, 
and  I  wish  to  state  that  the  above  does  not  ap'Dly  to  the  Federal  Lend  Bank 
as  in  about  ever\r  instance  they  are  very  helpful  in  the  matter  of  collec- 
tions, 

I  am  glad  to  note  that  one  government  loan  agency  which  operated 
for  a  while  in  saving  homes  for  mortgagors  is  not  now  making  any  more  loans, 
I  think  this  well  for  all  concerned  as  it  appears  that  they  not  only  knew 
all  there  was  to  know  about  loans,  but  all  there  was  to  know,  past,  present 
and  future  of  fire  insurance. 

The  annual  fire  loss  especially  as  it  concerns  farm  property  should 
be  of  much  concern  to  us  all,  A  recent  article  on  this  subject  stated  that 
a  State  may  expect  65  per  cent  of  its  fire  less  be  from  rural  areas,  and  if 
this  is  so  more  stress  should  be  placed  upon  fire  prevention  by  all  companies 
interested,  Vftiile  from  the  past  few  years  it  appears  from  reliable  statis- 
tics that  the  fire  loss  has  made  quite  a  drop,  the  recent  report  of  the 
National  Board  of  Fire  Underwriters  shows  that  the  fire  loss  for  1936, 
totalling  an  estimated  |263,259,743.00  was  11,9  per  cent  greater  than  1935, 
and  that  the  per  capita  loss  for  1936  was  $2,05  against  $1,85  in  1935, 
This  report  also  says  that  the  records  of  the  past  sixty-tvro  years  indicate 
that  the  upward  curves  of  a  loss  cycle  arc  more  sustained  than  the  dovmward 
trend  and  for  this  reason  heavier  losses  may  be  in  prospect  for  some  years 
to  come. 

In  closing  I  wish  to  state  that  records  shovr  that  the  mutual  or 
cooperative  plan  of  fire  insurance  is  on  the  increase,  but  this  gain  cannot 
be  sustained  and  increases  made  \inless  the  cooperating  companies  plan  and 
work  together  as  a  group. 

Remember  the  fate  of  the  banana — every  time  it  leaves  the  bunch 
it  gets  skinned. 
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BUSINESS  PROBLEI.'fS  CF  COOPERATIVE  PURCHASING  ASSOCIATIONS 
Donald  Vaughn 
Manager,  V/indsor  County  Farmers'  Exchange 
White  River  Junction,  Vermont 


History  of  Organization; 

The  Windsor  County  Farmers'  Exchange  was  organized  in  1917  as  a 
Stock  Cooperative  on  the  cooperative  plpji  of  one  member,  one  vote  regard- 
less of  amount  of  stock.  There  were  only  a  few  members  and  they  pooled 
their  orders  and  by  doing  so,  were  able  to  save  the  extra  charges  placed 
on  their  purchases  by  retailers. 

From  this  small  group  the  association  gradually  grew  until  in 
1933  it  was  doing  about  $213,000.00  total  sales  and  had  $7,610.00  in  capi- 
tal stock  which  was  worth  $24.00  book  value  at  an  original  cost  of  |5,00. 
This  stock  was  held  by  many  people  who  were  no  longer  engaged  in  farming 
or  purchasing  through  the  Exchange,  At  this  time  it  was  voted  that  all 
stock  should  be  redeemed  at  par  plus  10^,  and  the  articles  of  the  associa- 
tion v;ere  changed  so  that  any  farmer  purchasing  $100,00  during  the  current  or 
fiscal  year  becomes  a  member  and  is  issued  a  membership  certificete  which 
entitles  him  to  one  vote.  Any  farmer  purchasing  or  marketing  through  this 
organization  is  entitled  to  a  patronage  dividend  if  any  is  declared. 

At  the  time  of  this  change  we  were  operating  one  warehouse  and 
vmloading  off  the  car  at  twelve  locations,  principally  feed,  fertilizer 
and  seeds.  At  the  present  we  have  three  warehouses,  ten  car  door  service 
points,  four  gasoline  pumps,  and  are  handling  approximately  500  cars  per 
year  and  in  addition  marketing  80  cases  of  eggs  per  week.  The  items 
handled  have  increased  so  that  now  vre  are  handling  seeds,  feed,  fertilizer, 
insecticides,  gasoline,  oil,  small  farming  and  garden  tools  and  general 
farm  supplies.   Last  year  our  total  business  was  $436,000.00.  We  had  less 
than  $10,000  on  the  books,  6§%   less  than  30  days. 

At  the  present  time  there  is  considerable  thought  being  given  to 
handling  farm  machinery,  but  the  question  is  asked — Can  we  perform  as  good 
a  service  at  a  savings,  or  a  better  service  at  the  same  price?   If  the 
answer  is,  no,  we  will  stay  out  of  this  branch.   In  fact,  all  new  items 
must  be  thought  of  in  this  manner. 

Cash  or  Credit  Policy; 

An  organization  has  got  to  be  either  on  a  cash  or  credit  basis. 
Cash  is  payment  on  delivery.  Credit  is  anything  not  paid  for  at  time  of 
delivery;  it  may  be  paid  for  the  day  after  but  should  still  be  considered 
credit. 
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We  hear  so  much  about  this  subject  that  thers  is  very  little  I  can 
say  in  addition  but  would  like  to  tell  how  we  are  handling  the  various  ques- 
tions and  problems  confronting  us.   There  are  times  when  most  people  engaged 
in  producing  seasonal  products  require  some  credit.  As  we  all  know,  a  far- 
mer shipping  to  a  marketing  cooperative  finances  that  for  anywhere  from 
three  to  seven  weeks  although  it  is  not  in  the  form  of  cash  but  produce. 
Nevertheless  he  does  not  have  the  use  of  the  money  which  that  produce  repre- 
sents.  If  he  is  purchasing  off  the  car  his  purchases  are  going  to  make 
produce  which  he  will  receive  payment  for  seven  weeks  later. 

If  a  farmer  desires  credit  to  the  amount  of  $100,00  should  we  send 
him  to  the  Production  Credit  Association?  There  he  will  be  obliged  to  pay 
$5.00  for  stock;  $2.00  to  $3.00  inspection  fee;  5^  interest;  and  give  an 
order  on  his  milk  chock  or  a  personally  secured  note.  If  he  goes  to  a  bank 
he  pays  6%,   has  to  sign  a  note  and  beg  for  the  money.  If  it  happens  that 
this  member  has  not  done  business  through  us  long  enough  to  hnvo  a  fair  know- 
ledge of  his  character  and  ability  the  answer  is — yes,  send  him  to  a  loaning 
agency.  They  will  check  and  double  check  end   from  their  findings  a  lot  is 
learned.  At  times  I  feel  sorry  vre  did  not  send  them  all. 

If  a  regular  member  asks  for  credit  to  tide  him  over  a  short 
period  the  following  questions  are  asked: 

1,  What  unusual  circumstances  require  this  credit? 

2,  How  long  is  it  needed  and  when  will  it  be  paid? 

3,  How  and  when  will  he  get  the  money  to  pay  this? 

4,  Has  he  enough  income  to  take  care  of  his  obligations  and 
is  the  milk  or  egg  check  clear  or  attached? 

5,  Are  we  helping  him  or  just  making  another  sale? 

If  this  man  is  not  known  personally  by  the  Manager,  the  Director 
in  his  locality  is  called  into  play.   If  the  Director  0.  K.'s  him  and  all 
other  things  are  favorable  he  is  given  the  credit.  But  if  something  happens 
and  this  man  has  pulled  a  fast  one,  we  have  no  leniency  and  feel  justified 
in  collecting  through  the  law.   This  has  been  done  several  times  and  probably 
will  have  to  be  done  again. 


Methods  Used  in  Collection: 


Education — If  a  member  is  educated  to  the  fact  that  when  his  agree- 
ment calls  for  payment  it  means  payment  or  else  collection  fees  and  publicity 
he  usually  will  stick  to  it.   If  unable  to  pay  at  that  time  through  some 
unforeseen  happening  he  will  come  or  write  stating  the  circumstances.   In 
fact  I  believe  that  education  is  the  best  collector  a  cooperative  can  have. 

Personal  Contact — This  is  a  very  effective  means  of  collection. 
It  usually  is  done  at  the  same  time  as  field  work.   By  laying  the  cards  on 
the  table  and  being  perfectly  frank  about  your  intentions  if  the  account 
is  not  taken  care  of,  it  leaves  a  better  understanding  and  then  they  know 
what  to  expect. 
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Orders  on  Milk  or  Egg  Checks— i;Vhere  a  member  owes  the  Exchange 
for  an  account  of  ninety  days  or  more  (this  happens  very  seldom)  we 
require  him  to  give  us  an  order  on  his  checks  so  as  to  he   fairly  sure  of 
collections  and  pay  cash  for  his  current  purchases. 

Last  Resort  is  the  Law-"This  usually  expensive  to  both  parties 
but  is  effective,  This  may  lose  the  member's  business  but  that  is  a  small 
price  as  this  type  of  a  member  is  a  detriment*   There  is  one  thing  it  will 
do  and  that  is  set  an  example  showing  that  you  mean  business  and  the  mem- 
bers that  are  thinking  of  letting  the  account  slide  a  while  pay  up. 

We  have  taken  a  few  Cases  to  a  lawyer  and  collected.  One  instance 
was  a  Director,  he  promptly  resigned,  paid  up,  and  did  not  purchase  for  two 
years.  At  the  present  time  he  is  purchasing  all  his  supplies  and  paying 
in  cash.   If  you  make  them  pay  their  due  debts,  they  respect  your  ability 
and  business. 

In  closing  I  wish  to  say  that  a  Purchasing  Cooperative  Mfjiager 
will  be  relieved  of  a  lot  of  headaches  and  trials  if  he  sticks  to  a  cash 
basis  even  though  less  business  is  done.  From  the  standpoint  of  a 
Cooperative,  merchandise  should  be  thought  of  more  in  the  nature  of  cash 
rather  than  just  a  commodity.   If  limited  credit  is  extended  through  a 
good  policy  and  followed  by  aggressive  and  efficient  collections  it  may 
be  an  aid  to  the  member  and  an  asset  to  the  business. 
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BUSINESS  PROBLEMS  OF  COOPERATIVE  PURCHASIIIG  ASSOCIATION  CONCLUDED 

George  H.  Thomas 

President,  Farmington  Farmers'  Union,  Farmington,  Maine 


About  1910  there  was  a  gentleman  by  the  najne  of  Mr,  C.  E,  Embree 
who  came  into  the  State  of  Maine  organizing  Farmers'  Unions.  He  came  to 
Farmington  Falls,  my  home  town,  and  organized  a  cooperative  movement  under 
the  name  of  the  Maine  Farmers'  Exchange,   This  little  organization  did 
business  by  buying  full  cars  of  grain  and  fertilizer  until  about  the  time 
Mr,  A.  K.  Gardner,  our  first  County  Agent  came  into  Farmington,  At  that  time 
Mr,  Gardner  sav;-  the  possibility  of  organizing  a  cooperative  movement  in  the 
town  of  Farmington,  He  came  down  to  Farmington  Falls  and  consulted  me  in 
regard  to  the  Maine  Farmers'  Exchange  coming  to  Farmington  and  consolidating 
under  the  name  of  Farmington  Farmers'  Union,  After  this  we  immediately  had 
a  meeting  of  the  Maine  Farmers'  Exchange  and  they  voted  to  go  to  Farmington 
and  organize  under  the  name  of  Farmington  Farmers'  Union,   On  January,  1917, 
Farmington  Farmers'  Union  was  organized. 

They  organized  with  thirty  members.  From  that  time  up  to  the  pres- 
ent their  stockholders  have  grovm  from  thirty  to  six  hundred  tv/enty-five. 
Its  volume  of  business  in  terms  of  dollars  has  increased  from  a  very  small 
amount  the  first  year  to  |360,000  in  1936,   In  1919  land  was  acquired,  a  store 
built  100'  by  34'.  Grain  and  groceries  were  all  the  store  carried  the  first 
few  years.   Since  that  time  the  store  has  taken  on  and  is  selling  about  all 
the  various  supplies  which  are  needed  by  its  stockholders,  consisting  of  men's 
work  clothes,  foot  wear,  small  farming  tools,  roofing  cement,  fencing,  ferti- 
lizer, lime,  seeds,  hay  and  farm  machinery  of  all  kinds  has  been  added.   Two 
Cars  of  tractors  were  recently  delivered  to  this  store,  being  the  first  full 
car  of  tractors  delivered  in  town. 

We  have  been  able  to  pay  our  members  in  the  form  of  trade  dividends 
during  existence  of  the  Company,  approximately  $185,000  in  addition  to  the  6% 
stock  dividends  of  $18,000,  We  have  also  created  a  reserve  fund  which  at  the 
present  time  amounts  to  approximately  |25,000,   It  may  be  of  interest  to  you 
to  mention  in  detail  our  progress  during  years  of  the  depression.   In  1930 
our  sales  amounted  to  $284,501,42,  with  a  dividend  of  b%   in  addition  to  a 
stock  dividend  of  6%;    in  1931  our  sales  amounted  to  $259,428,74  with  a  divi- 
dend of  5i^;  in  1932,  our  sales  amounted  to  $224,515,56  with  a  dividend  of 
&%',    in  1933,  sales  amounted  to  $234,990,72  with  a  dividend  of  B%;    in  1934 
sales  amounted  to  $303,371.51  with  a  dividend  of  7-i^;  in  1935  sales  amounted 
$332,102.61  with  a  dividend  of  6%i    1936  sales  amounted  to  $358,959.37  with  a 
dividend  of  7  3/l0  %, 

In  all  of  the  years  which  we  have  done  business  we  have  continued 
to  pay  the  65^  stock  dividend. 

During  the  years  1930  to  1934  inclusive,  the  volume  of  business  was 
much  larger  than  these  figures  indicate  as  the  prices  were  very  low  at  that 
time. 
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Additions  to  our  buildings  have  been  made  from  time  to  time  so 
that  now  the  entire  length  of  the  building  is  200'  by  34'.   Our  stock  has 
increased  in  value  until  at  present  it  is  worth  $34  per  sh?a-e,  three  times 
its  original  worth,  or  $10,  At  present  v;e  rre  doing  a  very  large  business. 
Our  last  month's  business  amounted  to  about  $60,000.00  . 
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THE  PHILOSOPHY  OF  COOPEIL*^.TION 

John  D.  Black,  Professpr  of  Agric\iltural  Economics 

Harvard  University,  Cambridge,  Massachusetts 


I  must  confess  that  I  was  dismayed  when  asked  to  discusS  this  sub- 
ject before  your  Institute,  Vfliat  new  is  there  that  anyone  can  say?   I  asked 
myself.   But  presently  it  occurred  to  me  that  there  hpve  been  some  recent 
developments  in  the  world,  and  some  lines  of  thought  relevant  thereto,  that 
may  have  some,  sifrnificance  for  cooperation,  which  were  not  in  the-.la^t  paper 
I  had  heard  read  on  the  subject  and  around  which  I  might,  be  able  ;to  b'ui'ld  a 
discussion.'  This  is  what  I  have  tried,  to  do4  ■    .  :    ; 

Furthermore,  I  heve  had  the  advantage  of  being  able. to  .read-. two 
recent  contributions  on' the  subject  of  oooperation,  the  ■  report  of  "Thp  Inquiry 
on  CooperaJ;ive  Enterprise  in  Europe,  1937" ,:  prepared  by  the  Commission  , 
aopointed  by  President  Roosevelt ,*, and  an  excellent  formal  lecture  delivered 
by  Professor  I.  G.  Davis  at  Connecticut  State  College  last  winter  on  the  gen- 
eral subject  of  the  place  of  consumer  cooperation  in  modern  society.   Both  of 
these  deal  more  with  c 0ns vimer  than  with  producer  cooperatiop.;  but  thoy  have 
much- that  coAcerns  both,  and  I  was  able  to  get  many  ideas  from  them,-.  How., 
much  of 'what  I  shall-  say  is  my  own  and  how  much- a  ref  lectioji  of  -Professor  - 
Davis's  ideas,  I  h?ve,no  way  of  knowing,  because -his  thinking  and  mine  par.- 
allel  so  closely  on,  this  subject.  ,   .  ^  /  ,       ■  '.■■ 

You  should- realize  that  the  "philosophy''  which  you  will  see  e-xhib- 
ited  is  not  the  full-fledged  flight  of  a  real  philosopher.   It  is  instead 
mostly  a  limited  kind  of  philosophy  dealing  with  the  subject  mostly  in  terms 
of  economic  values.  However  much  an  economist  thinks  he -is  providing' for  ' 
political,  ethical  and  other  important  human  values  when  he  tries  to  broaden 
his..outlook,  .he  is  usually  only  fooling  himself,   It'takes  a  coordination  of 
values  on  a  higher  level  thrn  a|i  economist's,  to  do  full  justice  to  these  other 
values.   This  is  -the  task  of  the  true-  philosopher. 

Now  lot  us  consider  the  meaning  for  cpoperation  of  some  of  the 
recent  "develcSpmi-erits  in  thinkin^T  upon  rcTate'd  lines.  First;,-  I  wish  to  noto 
an  increasing  trend  toward'/ quairfyi'ngrrce  competition  ¥sV  a' s'ufficTent  'deter- 
miner of -social,  justice  between  individuals  and~bctwocn  groups  .  or.  Classes, 
and  to  set  up  need  as  a  substitute  for  it;  to  gey  that  the  wages,  and  incomes 
that  would  come  to  different  groups  under  free  play  of  economic  forces,  and 
thO::prices  for  dif.forent  products ,  and  for -the  same  products  in  different 
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areas  under  such  conditions,  are  not  satisfnctory  distributers  of  social 
justice  as  between  man  and  man  end  group  and  group.   Four  years  aq;o  when  I 
met  v.'ith  a  group  of  dairymen  in  New  Jersey,  I  found  them  clearly  imbued  with 
the  idea  that  they  must  have  more  for  their  milk  than  the  forces  of  supply 
and  demand  would  give  them,  and  demanding  that  the  federal  government  make 
use  of  its  interstate  powers  to  get  prices  for  New  Jersey  milk  that  would 
protect  the  standards  of  living  and  structure  of  prices  thet  had  been  built 
up  there  in  the  past*  They  told  me  that  they  needed  these  prices  in  order 
to  meet  expenses  and  live  properly,  '^^/hen  I  was  back  in  New  Jersey  this 
past  winter,  I  found  little  change  in  thinking  on  the  subject,  'Ne   have 
heard  similar  talk  from  milk  producers  in  many  other  Eastern  markets. 

If  we  were  to  shift  to  a  need  basis  for  prices,  we  would  be  essen- 
tially reverting  back  to  the  social  philosophy  of  the  Middle  Ages<  The  fair 
or  just  price  of  the  Middle  Ages  was  largely  in  terms  of  need.  The  accept- ~ 
ance  of  competition  as  a  basis  for  prices,  vmges,  land  values,  rents  and 
incomes  came  to  the  fore  with  Adam  Smith  about  the  time  of  the  American 
Revolution,   Since  then  it  has  pretty  well  dominated  economic  policy  in  the 
Vfestern  world.   It  has  been  accepted  by  the  courts  even  more  than  by  econo- 
mists. Our  own  Supreme  Court  has  based  virtually  all  its  decisions  upon 
it.  Business  men  have  surely  accepted  it  in  the  domestic  market,  though 
repelling  it  in  the  international  market. 

Now  it  may  very  well  be  that  need  furnishes  a  better  basis  for 
relative  prices,  wages,  and  land  values  ns  between  different  areas  than 
does  free  competition.   There  is  nothing  sacred  about  competition  and  com- 
petitive prices.  Economists  of  the  last  "i^ener'r.tion  were   very  much  inclined 
to  exalt  competition  and  put  it  upon  an  ethical  basis.  My  former  colleague 
Professor  T,  N,  Carver  did  this  essentially  in  his  book,  "Essays  on  Social 
Justice",   Professor  J,  B,  Clark,  one  of  the  scintillating  figures  in 
American  economic  thought,  in  an  early  essay  on  "The  Economics  of  Religion" 
put  competition  on  a  high  moral  plane  in  a  significant  passage  in  which  he 
said  in  effect  that  a  man  might  rise  in  the  morning,  start  his  day  by  ask- 
ing his  Saviour  for  divine  guidance  in  the  tasks  before  him,  go  out  into 
the  busy  marts  of  the  world  with  his  face  toward  the  heavens  from  whence 
Cometh  all  grace  and  light,  and  cheerfully  and  without  flinching  of  con- 
science put  his  competitors  out  of  business,  as  long  as  he  abided  by  the 
rules  of  the  game  in  so  doings  At  a  meeting  of  the  American  Institute  of 
Cooperation  held  in  Philadelphia  in  1926,  I  was  asked  to  define  "fair  price", 
and  I  did  so  by  saying  thc.t,  accepting  the  prevailing  theory  of  free  compe- 
tition upon  which  our  economic  society  is  builded,  a  fair  pri'ce'  is  one  v:hich 
comes  to  prevail  under  entirely  free  competition,  the  price  which  consumers 
are  willing  to  pay  for  the  quantity  of  the  product  that  producers  sre  vd.ll- 
ing  to  produce  at  that  price. 

An  economic  system  built  on  this  principle  of  free  competition 
has  some  serious  defects.  On  the  one  hand,  it  leaves  a  very  considerable 
fraction  of  our  less  efficient  sjid  less  thrifty  folks  with  not  enough 
income  to  keep  body  and  soul  together;  and  on  the  other  hand,  it  gives  to 
the  most  able  members  of  society  much  more  of  a  reward  than  they  can  use 
to  the  same  advantage  as  other  folks.  Recognizing  these  defects,  we  com- 
monly attempt  to  beg  from  the  latter  class,  or  take  from  them  in  the  form 
of  progressive  taxes,  enough  to  keep  the  lower  strata  of  society  from 


dying  from  disease  or  starvation;  and  may  even  go  so  far  as  to  attempt  to 
provide  free  public  education  and  health  services  for  them.   But  surely  no 
system  is  perfect  which  has  to  be  patched  up  in  .this  way.  At  its  ber.t,  the 
competitive  system  can  be  defended  only  as  working  better  than  possible 
alternative  systems. 

Let  us  consider  for  a  moment  what  some  of  the  alternatives  may  be. 
Most  praiseworthy  of  these  is,  no  doubt,  that  which  certain  Utopian  or  com- 
munistic societies  have  attempted  to  develop,  in  which  every  member  of  the 
community  is  expected  to  produce  as  freely  as  he  can,  to  turn  his  product 
into  a  common  pool,  and  the  various  individuals  in  the  community  are  allowed 
to  draw  out  according  to  their  needs,  .At  their  best,  there  is  sure  to  be  a 
considerable  surplus,  which  is  devoted  to  the  erecting  of  public  buildings 
and  used  in  other  worthy  community  undertakings*  Such  communistic  .groups 
have  flourished  over  considerable  areas  and  for  long  periods  in  various  cor- 
ners of  the  earth.   Surely  many  of  you  are  familiar  with  some  undertekings 
of  that  kind  in  this  country.   But  it  is  also  true  that  the  final  outcome  of 
most  of  these  ventures  is  their  dissolution.   In  some  cases  it  is  the  lack 
of  sufficient  incentive  to  production  that  causes  the  trouble.  On -other 
occasions  the  membership  has  been  gradually  drained  of  its  most  productive  • 
members  through  the  attraction  of  higher  rewards  on  the  outside. 

In  this  connection  it  may  be  appropriate  to  remark  that  the  Roman 
Catholic  system  of  economics  accepts  in  part  this  communistic  conception. 
Father  Ryan,  in  his  significant  book,  "The  Living  Wage",  advances  the  doc- 
trine of  a  reasonable  living  wage  for  everybody  as  the  primary  condition  of 
the  distribution  of  income.   If  we  could  have  a  society  completely  under  the 
dominance  of  a  religion  which  would  make  men  produce  and  share  their  products 
■according  to  this  principle,  we  will  all  concede  that  it  would  be  a  more 
lovely  world  than  that  in  which  we  now  live.   It  may  be  interesting  to  note 
a  few  statements  from  Father  Ryan's  more  recent  book  on  the  subject,  "Dis- 
tributors Justice",   These  are  from  Ch,  X/'III,  "The  Minimum  of  Justice':  A 
Living  Wage" . 

"Human  needs  constitute  the  primary  title  or  claim 
to  material  goods.  None  of  the  other  recognized  titles,  such 
as  productivity,  effort,  sacrifice,  purchase,  giftj  inherit- 
ance or  first  occupancy,  is  a  fundamental  reason  or  justifi- 
cation of  either  rewards  or  possessions  ....•»■•••••  (p»  357). 

", ..there  is  a  certain  minimum  of  goods  to      ■■■: 

which  every  worker  is  entitled  by  reason  of  his  inherent  right 
of  access  to  the  earth.  He  has  a  right  to  at  least  a  decent 
"livelihoodi  That -is,  he  has  a  right  to  as  much  of  the  requi- 
sites of  a  sustenance  as  will  ene.ble  him  to  live  in  a  manner 
worthy  of  a  h\mian  being "(p»  361). 

Father  Ryan,  however,  has  never  gone  to  the  point  of  accepting  the 
doctrine  of  the  Utopian  Socialists:   To  each  according  to  his  needs;  from 
each  according  to  his  ability.  He  intrqduces  instead  a  second  principle  that 
rewards  shall  be  proportional  to  effort  znd   product,  after  a  decent  living 
has  been  provided  for  all.   But  he  has  not  made  clear  v/hat  to  do  with, the 
fellow  who  can  produce  his  ovm  livelihood  but  is  too  lazy  to  vrork;:  or  tho 
fellov:  vAo  won't  change  his  old  occupation  when  the  old  one  hr.s  gone.  He 
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does  say  that  "The  claim  of  a  worker  to  a  decent  livelihood  from  tho  goods 
of  the  earth  does  not  alv/ays  imply  a  strict  riplit  to  a  livelihood  from 
one's  present  occupation"  (p332).   This  might  apply  to  the  New  Jersey  far- 
mer who  wants  a  p;ood  living  from  dairying  after  that  occupation  has  partly 
lost  out  in  his  area. 

In  one  sense  of  the  word,  the  requirement  of  some  other  basis 
than  competition  for  distribution  of  the  social  income  came  strongly  to  be 
recognized  with  the  very  founding  of  our  republic.  The  phrase  from  the 
Declaration  of  Independence,  "All  men  are  created  equal'',  did  not  mo.'an 
mere  empty  political  equality;  it  also  meant  an  equality  of  economic 
opportunity  if  it  meant  anything  real.   In  tho  century  and  a  half  since 
then  we  hrve  been  trying  to  make  this  equality  a  reality.  Most  important 
to  this  end,  we  have  provided  free  public  education,  not  just  in  the 
primary  schools,  but  all  the  way  through  college  and  professional  school. 
To  this  we  have  added  free  public  libraries,  free  public  health  and  begin- 
nings of  many  other  free  public  services,  all  designed  to  give  the  "under- 
privileged" a  better  chance  to  produce  adequately  for  themselves  than  was 
possible  in  primogeniture  and  otherwise  class-stratified  Europe,  Not  sat- 
isfied with  providing  e  more  equal  opportunity,  wo  are  now  moving  strongly 
tovre.rd  direct  public  aid  to  the  underprivileged.   The  most  recent  manifes- 
tations of  this  are  unemployment,  old  age,  sickness  and  children's  insur- 
ance, and  minimiim  wage  acts.  And  our  courts  arc  now  finding  such  measures 
"constitutional". 

In  some  v/ays ,  the  cooperative  movement  representr. ,  a  contrary 
approach  to  equality  of  opportunity  and  well-being.   Its  method  is  not 
that  of  asking  the  State  to  make  up  for  the  disparities  of  tho  lower 
income  groups,  but  instead  to  have  these  organize  into  a  grc'p  and  provide 
for  themselves.  The  most  that  the  cooperatives  asked  at  the  outset  was 
protection  from  the  predations  of  their  proprietory  end  corporate  rivals. 
Today,  however,  the  cooperatives  are  increasingly  asking  for  special 
privileges  to  offset  those  that  private  enterprises  have  been  able  to 
secure  for  themselves.  No  privilege  that  coopcrrtives  as  such  are  likely 
to  get  will  equal  in  potency  the  exemptions  and  special  prerogatives  now 
permitted  corporations,  and  especially  such  perversions  of  corporations  as 
the  modern  holding  companies. 

In  some  parts  of  Eurpoo,  consumer  cooperation  is  largely  a  class 
movement  among  the  workers  and  low-income  groups.  This  is  prrticularly 
true  in  England  and  Scotland,  Credit  cooperation  has  the  same  class  con- 
nections in  many  countries,  most  strikingly  in  the  Orient,  Producer 
cooperation  is  not  particularly  a  class  movement  in  most  countries,  except 
as  agriculturists  are  not  generally  very  v:ell  rewarded  for  their  efforts. 

Is  cooperation  an  encroachment  upon  the  competitive  system?   It 
is  frequently  so  described,  and  hence  an  implied  criticism  of  the  vAole  of 
competitive  economics,  as  is  the  doctrine  of  need  of  the  religious  commun- 
ists. Superficially,  at  least,  the  Rochdale  cooperatives  accept  the  com- 
petitive prices  in  their  communities,  sell  according  to  them,  r.nd   distri- 
bute any  proceeds  accumulated  as  patronage  dividends.   They  insist,  of 
course,  that  these  dividends  are  not  the  profits  of  the  competitive  economy , 
but  are  savings  built  up  out  of  their  cooperative  methods  of  operating. 
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.  Jt  may  also  be  argued  that  v/hen  the  cooperatives  set  out  to  break 
down  monopolies,  as  they  have . apparently  been  able  to  do  in  Sweden,  they  are 
in  effect  accepting  the  competitive  principle,  since  what  they  Seem  to  be 
f ie;hting  for  is  the  prices  of  a  freely,  competitive  situation,  AH  the  coop- 
eratives should  ask,  if  is  commonly  stated,  is  the  prices  for  their  products 
that  would  prevail  if  the  markets  were  entirely  freely  competitive,  A  char- 
acteristic feature  of  Danish  cooperation  is  just  this,  A  recent  Danish 
authority  writing  on  the  subject  remarks  as  follows;   "The  strange  thing 
about  Danish  cooperation  is  that  it  has  not  expanded  as  an  association  of 
consumers  in  their  fight  against  capitalism,  but  on  the  contrary  is  an  asso- 
ciation of  producers  of  i.vhom  each  individual  entertains  the  most  liberal 
ideas  as  to  the  free  interpley' of  foi^ces,'"*  TC^en  Professor  Jons  Warming  of 
the  University  of  Copeiihagen  visited  this  country  in  1923  and  was  asked  by 
some  of  I,Ir,  Aaron  Sapiro.'s  disciples,  in  Minnesota  how  large  a  proportion  of 
the  product  they  needed  to  sign' up  in  order  to. control  the  prices,  the  good 
professor  stared  at  them  blankly.  He  had  never  heard  of  such  a  thing  in 
the.  guise  of  cooperation  before. 

It  is  probably  safe  to'  say  that  until  I,![r,  Sapiro  came  East  in  the 
Slimmer  of  1920  very  few  cooperators  in  the  United  States  vrere  thinking  in 
other  terms  than  of  prices  obtained  by  a  free  interplay  of  economic  forces. 
If  they  were  opposing  the  grain  trade  or  the  meat  packers,  it  vms  to  break 
the  monopolies  these,  were  believed  to  maintain.  Competition  was  limited 
by  cooperation  in  those  days  almost  solely  to  the  extent  that  the  individual 
members  of  a  cooperative  no  longer  competed  with  each  other  as  individual 
sellers,  .  Instead  they  competed  with  other  groups  as  a  group,  or  with   non- 
members  as  individuals.  Except  in  the  circumstances  of  a  restricted  pro- 
ducing area,  this  meant  very  little  qualification  of  competition, 

.  1/Vhen  we  turn  to  the  consumer  cooperative  movement  of  Engl^-^nd  and 
Scotland,  and  somo  of  the  continental  countries,  we  find  an  altogether 
different  situation.  Those  cooperatives  are  asking  that  cooperatively 
determines  prices  be  substituted  for  competitive  prices.  These  prices  might 
well.be  lower  than  competitive  prices  because  the  thinking, of  these  coop- 
eratives has  a  strong  flavor'  of  Marxism,  and  tends  to  &cny  interest  and  rent 
as  legitimate  shares  in  the  social  income.  They  would  root  out . the  whole 
capitalistic  system,  substituting  ownership  of  the  means  of  production  by 
the  consumer.   To  labor  they  would  pay  a  fair  wage;  and  they  want  to  deter- 
mine what  is  fair.   In  practice,  of  course,  the  employees  of  the  coopera- 
tives are  organized  into  unions,  v/ho  bargain  collectively  with  the  coop- 
eratives. The  report  of. the  President's  Commission  states  that  the  wages 
are  a  little  higher  than  paid  in  private  trrde  euid  industry »  .In  practice, 
also,  these. cooperatives' manufacture  only  a  fraction  of  the  goods  they  sell. 
The  English  cooperatives  do  o-vm  the  largest  flour  mill  in  England  and  they 
grow  wheat  in  Canada,   In' general  their  farming  hss  been  none . too  success- 
ful. 


From  a  manuscript  by  Julius  Hirsch  of  the  Copenhagen  Graduate  Business 
School.  Underlining  is  mine. 
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Of  course  the  actual  prices  at  vv'hich  these  consumer  cooperatives 
sell  still  tends  to  be  the  competitive  price.   They  still  operate  for  the 
most  purt  according  to  the  Rochdale  plan.   But  this  is  only  because  their 
system  is  not  complete.  They  still  have  to  operate  in  a  largely  competi- 
tive capit'-listic  economy. 

It  seems  probable  that  if  the  consumer  cooperetives  had  complote 
control  of  production  as  well  as  of  distribution,  they  would  reflect  the 
workers '  interests  as  consxamers  nioro  than  as  producers ,  Probably  the  oppo- 
site is  true  under  our  present  oconomj'-.  The  United  States  is  particularly 
a  producer-minded  country. 

The  clash  of  consumers'  needs  with  Producers'  needs  is  virell  illus- 
trated by  some  recent  experiences  in  Europe.  An  interesting  example  of  the 
possibility  of  basing  prices  according  to  the  needs  of  consumers  is  furn- 
ished by  the  Paris  nilk  market  in  a  period  of  nearly  ten  years  follov/ing 
the  World  War,   The  g:overninent  continued  its  war-time  control  of  milk  prices 
until  about  1928,  Paris  is,  of  course,  a  city  of  consumers  rather  than  of 
producers  of  milk.   Its  public  authorities  therefore  reflected  the  point  of 
view  of  consumers'  needs.  The  prices  actually  established  w^ere   so  low  that 
the  producers  of  milk  were  sorely  pressed,  and  finally  threatened  to  strike 
so  convincingly  that  public  control  was  abandoned.   I  vronder  how  producers 
of  milk  in  the  New  York  milkshed  would  relish  the  idea  of  having  pricus  of 
milk  determined  by  the  populace  of  the  City  of  llcvr   York, 

V/ith  the  passage  of  the  agriculturc.l  marketing  act  in  England 
several  years  ago,  we  had  a  chance  to  see  vrh&t   would  hanpen  if  milk  prices 
vrere  made  almost  entirely  from  the  point  of  view  of  producers'  needs.  A 
system  ivhich  vms  set  up  for  determining  milk  prices  put  the  matter  almost 
vAolly  in  the  hands  of  the  organized  producers.   Prices  established  were 
clearly  out  of  line  with  those  for  butter  and  cheese,  and  there  ensued  a 
rather  rapid  transfer  from  these  dairy  products  to  fluid  milk.  The  next 
move  was  to  attempt  to  raise  the  price  of  butter  and  cheese  by  subsidies 
of  various  kinds.  This  program,  of  course,  offered  much  more  promise  in 
a  country  like  England  where  fluid  milk  product  is  a  much  larger  percentage 
of  the  total  dairy  production  than  in  the  United  States,  but  even  there  it 
proved  entirely  inadequato.  As  a  result,  a  commission  was  appointed  to 
suggest  a  substitute  arrangement. 

Perhaps  our  eastern  milk  producers  would  like  the  system  v.-hich 
Herr  Hitler  has  developed  for  the  Berlin  market.   The  Minister  of  Agricul- 
ture for  Germany,  through  his  deputy-ministers,  subdeputy-ministers,  aiid 
subsubdeputy-ministers ,  says  not  only  what  the  price  of  fluid  milk  is  going 
to  be  to  producers  wholesale  and  to  consumers,  but  also  how  much  inilk  each 
dairyman  is  to  produce  and  where  he  is  to  sell  it  and  to  whom.   There  does 
not  seem  to  be  much  if  any  relation  between  the  prices  of  the  various 
types  of  dairy  products.   If  New  Jersey  milk  producers  want  a  completely 
non-compotitive  system  of  prices  for  dairy  products,  they  had  better  look 
into  Il.rr  Hitler's  system. 

In  Russio-  the  proc3uction  and  sellinj^  seem  to  be  regimented 
almost  ?s  thoroughly  as  in  Geri.iany;  likewise  are  prices  ujider  a  rigorous 
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control.  However,  a  serious  attempt  has  been  made  to  get  prices  of  various 
classes  of  dairy  products  and  wages  of  workers  in  various  branches  of  the 
industry  into  harmonious  relationship  with  each  other  by  a  careful  system 
of  records  and  planning  of  production. 

The  marketing  of  milk  in  Rome  illu,strates  equally  well  the  spec- 
ial characteristic  of  the  Italian  system  of  economy.   The  production  of  milk 
has  been  granted  as  a  public  monopoly  to  the  producers  of  it  in  the  area  of 
land  recently  drained  in  the  vicinity  of  Rome,  The  processing  is  performed 
in  highly  sanitary  plants  under  the  supervision  of  a  bureau  of  h,ealth  and 
hygiene.   Formerly,  Rome  obtained  much  of  its  milk  supply  from  tracts  con- 
siderably distant  to  the  North,  and  it  was  of  very  poor  quality.  Today- Rome 
enjoys  an  excellent  quality  of  milk.  The  prices  to  consumers  are  fixed,  the 
■dealers  and  processors  receive  a  fixed  commission,  and  the  producers  a  fixed 
price  for  milk  that  goes  into  fluid  use.  These  prices  are.  established  by  a 
typical  Italian  agency,  namely,  a  board  comprising  representatives  of  the 
producers*  association,  the  dealers'  association,  and  of  the  imperial  govern- 
ment, the  latter  having  a  complete  veto  power.  The  prices  set  up  have  been 
more, than  necessary  to  secure  the- milk  supply  for  Rome,  with- the  result  that 
a  large  surplus  has  developed  v;hich  is  now  being  converted  to  by-product 
use,,  T(?  meet-  this  surplus  problem,  a  base-rating  system  has  been  developed, 
very  similar  to  that  which  we  know  in  the  United  States,  Dairymen  are  free 
to  produce  as  much  milk  as  they  please;  they  can  deliver  their  surplus  milk 
to  the  processing  plants  and  receive  by-product  prices  for  it,  or  they  can 
dispose  of  it  in  any  other  way  they  see  fit. 

These  various  approaches  to  the  milk  problem  of^er  many  interesting 
suggestions;  also  some  of  the  results  of  some  of  these  methods.  With  the 
break-down  of  public  control  according  to  consiJimers'  needs  in  Paris,  a  sys- 
tem developed  of  having  prices. determined  by  producers  and  dealers  in  collec- 
tive bargaining,  with  no  representation  of  consumer  interests.  As  has  hap- 
pened with  a  similar  procedure  in  many  milk  markets  in  the  United  States,  the 
prices  were  soon- raised  too  much,,  with  the  result  that  at  present  writing 
over  half  the  milk' received  in  Paris  is  surplus.  Thus,  taking  the  v/hole 
period  since  the  Viforld  War,  the  fluid  milk  producers  around  Paris  have 
received  prices  satisfactory  to  them  only  in  a  period  of  about  throe:  years 
after  the  threatened  strike,  during  which  the  increased  prices  had  not  yet 
f  1  coded  the_  market  with  surplus  milk.  The  commission  appointed  to  £.nalyze 
the  situation  in  England  has  now  come  forward  with  a  recommendation  for  the 
establishment- of  essentially  a  public  utility  commission  made  up  solely  of 
representatives  of  the  public*   ■  --  ■  ■   , 

;      It  would  seem  to  a  competitive  economist  that  what  is  needed  in  the 
Paris-,  and  Rome  markets,  likewise  in  England,  in  order  to  bring  a.bout  stabil- 
ity and  a  reasonable  adjustment  of  supply  and. prices  to  each  other,- is  some- 
thing that,  can  be  roughly  defined  as  a  supply-and-demand  price- under  conditions 
of,  reasonably  free  competition.  ..  -:- 


For  further  details  of  this  milk  marketing  experience,  see  g.rticles  in 
the  Quarterly  Journal  of  Economics,  February  1936  fjid  May  1937,  by 
John  M.  Cassels,  Helen  Sorenson,  and  Lois  Bacon. 
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So  far  as  the  United  States  Suprerae  Court  is  concerned,  it  must  be 
said  that  it  is  still  adhering  to  this  conception  of  prices,  and  that  it 
still  believes  that  vrith   respect  to  most  products,  reasonable  prices  are 
most  nearly  attained  through  permitting  such  com.petition  as  we  still  have 
with  us  to  fionction  as  it  will«  Even  in  the  case  of  public  utility  rates 
the  courts  have  established  the  principle  of  a  supply  and  dem.and  price  for 
capital,  for  they  have  defined  a  reasonable  public  utility  rate  as  that 
which  will  earn  enough  of  a  return  on  capital  to  attract  the  necessary 
investment.   It  is  true  that  in  the  Nebbia  decision  the  United  States  Sup- 
reme Court  did  seem  to  accept  the  conception  of  need — need  in  order  to  pre- 
vent the  gradual  failing  of  the  New  York  milk  supply,  or  perhaps  the  sudden 
cessation  of  it  through  threatened  strikes — as  a  reason  for  permittinp-  price 
fixing.   But  it  may  be  that  the  principle  wss  thus  accepted  only  under  emer- 
gency conditions.   The  more  recent  Virginia  decision  suggests  the  contrary, 
however . 

In  England,  as  you  may  well  imagine,  there  has  been  a  strong  clash 
betvreen  the  points  of  view  of  the  consumer  cooperatives  and  the  governm.ent 
over  the  recent  agricultural  marketing  schemes,  which  have  of  course  tended 
to  establish  prices  according  to  producers'  needs.  The  cooperatives  have 
gone  so  far  as  to  set  up  a  political  party  of  their  own. 

The  nearest  approaches  to  a  British  type  of  consumer  cooperative 
philosophy  in  action  in  the  United  States  are  in  the  so-called  "general  pur- 
pose" cooperatives  set  up  under  Tu.gvrellian  auspices  in  submarginal  areas  in 
the  United  States.* 


A  second  major  development  in  economic  thinking  in  recent  years 
that  has  a  relation  to  cooperation  is  a  growing  recognition  that  the  com- 
petitive prices  of  our  so-called  competitive  economy  are  no  longer  purely 
competitive,  but  have  strong  elements  of  monopoly  in  them.  This  is  true 
of  a  large  list  of  commodities  in  which  there  still  appears  to  be  vigor- 
ous competition,  and  in  which  price  cutting  now  and  then  occurs,  YvTiat  the 
public  has  not  understood  is  that  businesses  can  compete  vigorously  with 
respect  to  some  things  and  not  with  respect  to  others.   Just  because,  for 
example,  rival  tobacco  companies  are  trying  to  outsell  each  other  by 
advertising,  we  have  no  right  to  assume  that  they  are  also  trying  to  do 
so  by  means  of  lowering  prices.  Two  outstanding  cases  in  which  the  gains 
from  increasing  efficiency  have  largely  been  passed  on  to  the  consumer — 
sutomobiles  and  rubber  tires — give  us  some  understanding  of  what  might 
happen  to  prices  of  things  farmers  buy  if  competition  generally  really 
prevailed.  The  reason  for  it  in  these  tvro   cases  is  that  tivo  individuals, 
Henry  Fcrd  and  Harvey  Firestone,  have  had  a  fool  idea  that  they  v^anted 
everybodv  to  be  able  to  ride  around  in  an  automobile,  and  refused  to  play 
the  usual  game  with  their  competitors. 


See  p,  82  of  report  of  the  President's  Commission, 
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Just  how  really  competitive  prices  do  not  generally  come  to  pre- 
vail is  not  very  well  understood  at  present.  My  Harvard  colleague  Chamber- 
lin  helped  considerably  to  this  end  in  his  book  on  "Monopolistic  Competi- 
tion", Mrs,  Joan  Robinson  of  the  London  School  of  Economics  helped  in  her 
book  on  "Imperfect  Competitions",  and  the  Brookings  Institution  in  its  series 
of  studies  beginning  with  "America's  Capacity  to  Produce"  and  ending  with 
"Income  and  Economic  Progress",   Together  these  economists  have  been  able  to 
show  that  strong  monopoly  elements  can  and  do  exist  in  the  prices  of  many 
products  which  farmers  buy,  and  in  a  few  that  they  sell, 

'  The  Federal  Trade  Commission's  recent  misnamed  report  on  "Agricul- 
tural Income"  is  a  study  of  monopolies  affecting  products  farmers  sell. 
Those  familiar  with  the  Federal  Trade  Commission's  recent  reports  on  milk 
marketing  will  not  expect  a  very  intelligent  analysis  for  this  additional  list 
of  co'mmodities.   On  the  whole,  however,  it  is  better  than  the  milk  marketing 
analyses.  After  due  allowance  for  all  misunderstandings  and  misconceptions, 
this  report  still  reveals  monopoly  conditions  in  handling  ajid  processing  of 
farm  products  that  are  worthy  of  attention  from  government  and  the  coopera- 
tives,        '     •    "  • 

The  monopoly  conditions  affecting  prices  of  commodities  farmers  buy 
are  much  more  important.  Emphasis  has  been  placed  by  Dr.  Gardiner  Means  and 
others  on  the  effect  of  these  monopoly  elements  in  holding  industrial  prices 
relatively  firm  in  periods  of  depression,  thus  placing  agriculture  at  great 
disadvantage  and  precipitating  much  unemployment  in  cities.  But  more  import-^ 
ant  probably  are  the  effects  in  the  years  between  depressions  when  prices 
are  not  coming  down  with  lowering  costs,  and  as  a  result  sales  are  not 
expanding  as  heeded  to  keep  up  production.   In  the  present  situation  we  see 
prices  of  industrial  goods  actually  rising  although  costs  are  declining  rap- 
idly with  increasing  volume  in  the  upswing  from  the  depression.   The  wage 
increases  being  granted,  increase  the  buying  power  of  industrial  workers; 
but  these  workers  are  only  a  fourth  of  the  gainfully  employed,  and  a  still 
smaller  fraction  of  all  income  receivers.   These  others  can  buy  more  of  these'  ' 
products  only  if  prices  come  down.  We  are  setting  the  stage  for  another  busi- 
ness recession,  - 

Ify   colleagues  in  the  Brookings  Institution  study  of  the  AAA  have 
in  effect  argued  that  competition  in  the  ordinary  run  of  circumstance  takes 
care  of  commercial  agriculture  adequately;  that  measure  of  the  production 
adjustment  type  are  needed  only  in  case  of  general  emergencies  like  that 
since  1929,   Only  the  underprivileged  farm  groups,  it  is  explained,  need  pub- 
lic intervention,  ,  Accordingly,  I  foujid  it  necessary  to  point  out  in  my  own 
supplem.entary  concluding  statement  that  the  very  structure  of  prices  for  com- 
mercial farm  products  in  the  ordinary  run  of  years  (and  I  would  have  added 
if  the  circximstances  had  called  for  it,  the  associated  structure  of  prices 
of  things  farmers  buy)  is  established  under  monopoloid  conditions  to  which 
the  farm  population  is  continuously  inured.*    - 

You  ask  what  cooperatives  can  do  about  this  situation,   I  have- 
alrea.dy  stated  that  the  powerful  cooperatives  of  Sweden  have  been  able-  to 


*  Nourse,  Davis,  Black,  Three  Years  of  the  AAA,  P,  488 
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bresdc  dovm  some  of  the  monopolies  selling  them  goods  and  services*   Our  own 
cooperatives  selling  farm  supplies  have  in  effect  accomplished  the  same 
thing  in  a  small  way.   If  this  form  of  cooperation  could  expand  vddely  in 
territory  covered  and  commodities  sold,  it  would  help  considerably.   It 
might  even  break  in  on  the  fann  machinery  monopoly.  But  it  vrould  take  an 
altogether  unlikely  expansion  of  consumer  cooperatives  to  establish  reason- 
able prices  for  household  supplies. 

The  present  inclination  of  many  cooperators  is  to  fight  monopoly 
conditions  by  setting  up  counter  monopolies  of  their  own.   This  was  Mr,  Sap- 
iro»s  main  contribution  to  the  cooperative  movement.  Accordingly  v/e  find 
ISr,   Jacob  Baker  saying  in  the  report  of  the  President's  Commission:  "I  think 
it  is  a  fair  otatem/jnt  to  say  that  farmers*  marketing  cooperhtives  have  been 
sucGessful  in  the  United  States  in  proportion  to  their  opportunity  for  con- 
trol of  the  market  for  the  commodity,"  )p.  82),   The  Federal  Farm  Board  was 
thoroughly  imbued  with  this  doctrine  even  though  Mr,  Carl  Willioms  denied 
it  in  his  debate  vdth  Dr.  Nourse  at  Durham  in  1932,  Men  like  Iilr,  Teague 
and  Vr .   Brandt  believe  in  this  doctrine  fundamentally,  Dr,  T^^ourse  observed 
it  generally  in  his  interviews  with  cooperative  managers  vrhile  writing  his 
book  en  "Murkoting  Agreements  and  the  AAA",  and  comraented  upon  it  as  an 
unfoi'timate  tendency  in  his  talk  at  the  Illinois  meeting  of  the  American 
Institute  of  Cooperation,  He  then  referred  to  it  as  "unionizing"  of  the 
cooperative  movement.   Of  course  it  is  in  our  fluid  milk  cooperativos  we 
find  most  clearly  exhibited  the  labor-union  type  of  behavior  pattern, 

I  must  again  point  out  that  this  development  is  wholly  at  vari- 
ance vath  Danish  cooperative  practice  and  thinking.  Even  in  Sweden,  the 
cooperatives  are  largely  content  with  breaking  the  existing  monopolies  and 
do  not  go  forward  and  set  up  monopolies  of  their  own. 

Need  I  also  remind  you  that  a  society  in  which  everybody  produced 
and  sold  on  a  monopoly  basis  would  be  one  in  which  everybody  produced  less 
and  less  at  higher  and  higher  prices  until  presently  it  broke  doi^Ti  complete- 
ly. We  arc  already  part  way  toward  that  outcome  in  the  United  States, 


A  third  major  development  in  thinking  is  that  we  hf>ve  come  to 
realize  that  competition  coramonly  fails  to  bring  about  any  net  increase  in 
efficiency  in  buying  and  selling  activities.  The  geins  from  improved 
methods  and  tech-iiques  are  more  than  offset  by  the  vrastes  of  duplication 
and  of  furnishing  additional  services  thot  the  nublic  would  not  have  if  it 
could  vote  for  oi  aj^einbt  them.  From  1910  to  1930,  the  n\imber  of  persons 
employed  in  marketing  activities  increased  6S  per  cent,  ;is  compared  with 
32  per  cent  in  manufacturing,  and  a  decrease  of  8  per  cent  in  agriculture. 
Some  part  of  this  represented  an  expansion  of  socially  valuable  services; 
but  I  am  inclined  to  believe  less  than  half  of  it.  Even  during  the  depres- 
sion the  number  of  filling  stations,  milk  distributors,  and  many  types  of 
stores  or  shops  increased  notably.   The  chain  stores,  "Big  Bear  M-vrkots", 
and  roadside  stands  have  in  large  part  simply  been  added  to  the  numbers  of 
old-line  stores  already  in  existence. 
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The  report  of  the  President's  Commission  misses  the  point  of  this 
almost  altogether.  At  one  place  there  is  reference  to  the  policy  of  some 
cooperative  organizations  to  reduce  the  number  of  stores  and- make  each 
larger;  and  at  another  to  the  more  rapid  increase  in  members  than  in  stores. 
But  there  is  no  reference  to  supplanting  proprietary  stores.   In  fact,  the 
emphasis  is  just  the  contrary;  for  it  is  repeatedly  insisted  that  coopera- 
tion does  not  drive  out  private  business,  that  in  practice  as  many  private 
stores  remained  after  cooperation  came  as  before. 

It  should  be  clear  that  cooperation  must-  make  an  important  contri- 
bution to  the  handling  of  this  problem  if  it  is  going  to  make  its  way  in  the 
world.  The  AAA.  has  just  published  a  survey  of  the  Milwaukee  milk  market-in 
which  it  concludss  that  a  saving  of  2,3  cents  per  quart  could  be  achieved 
with  a  unified  system  of  milk  collection  and- distribution.   This  points  the 
way  toward  which  cooperation  must  move.   If  it  does  not,  the  government  will 
increasingly  take  a  hand.  We  have  come  to  realize  that  marketing  cannot  be 
made  greatly  more  efficient  by  intruding  a  few  cooperative  ujnits  in  with  the 
others ,  -VOiat  is  needed  is  more  efficient  systems  of  mr..rketing.   The  coop- 
eratives must  develop  systems  of  their  own  with  much  less  duplication  and  « 
waste  in  them  than  commonly  prevails. 

One  of  the  forms  of  waste  that  has  been  growing  and  that  coopera- 
tives can  deal  with  is  aver»-development  of  competitive  advertising  and  high- 
powered  selling,  and  along  with  this  the  producing  of  goods  just  to  sell. 
The  cooperatives  everywhere  tend  to  put  emphasis  on  quality  of  goods,  and  to 
dispense  with  needless  services.  This  accounts  for  much  of  their  growth  in 
the  last  two  decades.   One  of  the  ways  that  excessive  provision  of  services 
arises  is  that  merchants  are  inclined  to  offer  to  all  their  customers  any 
service  which  they  think  any  few  of  them  would  appreciate  and  thus  obtain 
their  trade.  Minority  rule  thus  prevails  in  merchandising.  The  cooperatives' 
must  avoid  this.   The  chain  stores  are  slowly  but  surely  succumbing  to  this 
influence. 

There  is  a  definite  relation  of  the  foregoing  to  the  principle  of 
class  price.   Generally  speaking,  the  very  finest  quality  of  merchandise  - 
and  service  -  is  bought  only  by  the  rich  -  at  a  fancy  premi\im  price,  nid  yet 
we  are  constantly  told  that  if  we  want  the  best  we  must  pay  for  it.  But  we 
ought  to  be  able  to  buy,  if  not  the  very  best,  then  something  just  as  good 
for  all  practical  purposes,  at  something  less  than  the  fancy  prices  collected 
from  the  rich.  The  cooperatives  have  a  splendid  opportunity  to  do  this,  and 
are  taking  advantage  of  it  in  many  places. 


For  our  last  effort  we  shall  try  to  relate  cooperation  to  the  trend 
toward  dictatorship  -  either  Socialist  or  Fascist  -  in  some  parts  of  the 
world.  The  evidence  is  clear  that  consumers'  cooperation  has  helped  check 
such  trends  in  Great  Britain,  Sweden,  Denmark,  Belgium  and  Switzerland.   To 
begin  with,  the  accumulated  savings  of  the  members  on  the  books  of  the  coop- 
eratives -  the  consumer  cooperatives  commonly  become  great  savings  societies 
in  the  course  of  time  -  helped  them  weather  the  storm  of  the  depression. 


But  racrc  important,  consxjmer  cooperation  had  become  for  them  a  savin,-;  Eocis^.l 
philosophj'-  in  its  own  right  which  they  savi--  no  need  to  abandon  for  oither 
fascisiii  or  communism.  Fascism  in  particular  is  born  of  hopelessness.   The 
consumer  cooperators  of  Europe  are  by  no  means  hopeless.   The  hopelessness 
of  fascist-tending  countries  arises  commonly  out  of  a  kind  of  anarchy  that 
results  when  the  existing  government  finds  itself  helpless  to  break  an 
impasse  between  contending  factions  -  perhaps  capital  on  the  one  hand  and 
labor  on  the  other.   The  Blackshirts  of  Italy  were  strikebreakers  organized 
by  the  capitalist  interests  to  break  down  the  impossible  demands  of  the 
unions.  The  situation  was  almost  parallel  in  Germany,  Modern  society  is 
so  complex  that  it  cannot  operate  vdth  powerful  groups  battling  rentlessly 
for  their  ovm  particular  interests.  Some  kind  cf  social  discipline  is 
increasingly  becoming  necessary.   Individuals  and  groups  must  loarn  to 
bridle  their  selfish  desires  for  power  and  prestige.   If  this  discipline 
comos  in  no  other  way,  apparently  it  comes  by  the  process  of  exbrome  sup- 
pression vmder  a  dictatorship  for  a  period,  followed  by  a  gradual  relaxa- 
tion, For  the  sake  of  our  children  lot  us  hope  tho.t  the  democratic  coun- 
tri>js  can  escape  this  bitter  period.  Cooperation  can  help  grer.tly  to  such 
an  e:.d.   In  fact,  I  vrould  have  no  fear  of  fascism  for  America  if  a  half  of 
our  population  was  schooled  and  habituated  in  the  cooperative  mode  of  ocon- 
omic  functioning. 
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:yhat  should  be  the  fields  of  cooperative  endeavor? 

Quentin  Reynolds ,  General  Manager 
Eastern  States  Farmers'  Exchange,  Springfield,  Mass. 


The  cooperative  .technique  should  be  applied  only  to  such  of  those 
things  as  can  be  done  better  by  the  individual  through  group  action  than 
by  individual  action  and  better  or  as  well  as  supplies,  or  services  can  be 
obtained  from  others . 

For  example,  a  person  had  better  buy  passage  to  Europe  than  set 
up  a  cooperative  steamship  line.  An  importer  or  an  exporter,  on  the  other 
hand,  may  convince  himself  through  experience  that  he  can  do  better  vrith 
his  own  ships,  and  further  experience  may  indicate  that  he  can  be  still 
better  served  0T.vning  a  shipping  service  jointly  with  other  importers  and 
exporters  •  •.••-•.■ 

There  is  opport\inity  for  cooperation  in  farm  purchasing,  market- 
ing, and  credit.  So  long  as  cooperatives  remember  that  they  are  service 
agencies — means  to  an  end — and  act  accordingly,  farmers  can  profitably 
support  and  develop  them.   Most  disappointments  in  cooperative  activity: 
can  be  traced  to  failure  to  get  and  hold  the  service  motive  or  having  dt 
to  function  effectively  under  it,  , 

Cooperatives  too  easily  become  ends  in  themselves  and  because  of 
this,  the  interest  of  the  farmer  is  ignored  or  sacrificed.  The  purchasing 
cooperative  meets  competition.  The  marketing  cooperative  gets  ridof 
products  on  a  cost  plus  basis.  The  banking  cooperative  builds  a  volume 
of  loan§.  The  farmer  is  a  means  in  the  development  of  just  another 
business,  and  usually  that  business  disintegrates  eventually  because  there 
is  no  place  in  society  for  such  an  organization. 

Nearly  every  type  of  productive  enterprise  has  a  purchasing,  a 
marketing,  and  a  credit  problem.  Nearly  every  type  of  productive  enter- 
prise-has learned  from  experience  that  it  can  servo  itself  best  by  control- 
ling for  itself  its  purchase,  marketing  and- credit  activities.  The  farm, 
particularly  the  family  unit  fann,  can  develop  significant  purchasing, 
marketing  and  credit  services  only  through  cooperation,-  If,  as,  arid  when 
farmers  retain  control  of  the  policies  of  such  institutions ,  shape  those 
policies  to  serve  their  legitimate  needs  and  administer  the  affairs  of  the 
cooperative  soundly  in  accordance  with  those  policies,  they  Will  continue 
to  find  greater  and  greater  advantage  in  the  development  of  these  throe 
fields  of  agricultural  cooperation. 


^TILL  T!IE  MILK  LICENSE  SOL\rE  NE'^  ENGLAITO'S  MILK  PROBLEM? 

S.  W.  Tator,  President 

Junior  College  of  CoTnmerce,New  Haven,  Comaecticut . 


The  subject  assigned  to  me  this  morning,  "Will  the  Milk  License 
Solve  New  England's  Milk  Problem,"  is  too  broad  to  discuss  in  the  limited 
time  available,   I  am,  therefore,  interpreting  that  it  is  the  Boston 
Market  in  particular  wliich  interests  this  group  and  since  my  experience 
with  milk  during  the  past  three  years  has  had  to  do  primarily  vri.th  the 
conditions  affecting  this  market,  I  feel  more  qualified  to  express  opinions 
with  respect  to  it.  Moreover,  rince  the  Boston  Market  is  the  outlet  for 
milk  produced  not  only  in  Massachusetts  but  in  Vermont,  Nev;-  Haiiipshire, 
Maine,  and  Mew  York  as  well,  and  is  the  only  market  in  New  England  receiv- 
ing supplies  from  such  a  wide  area  of  production,  it  is  evident  that  until 
some  reasonable  program  is  developed  to  stabilize  the  Boston  Market  we 
Ttfill  always  have  a  New  England  Milk  Problem  with  which  to  deal, 

I  confess  at  the  outset  of  this  discussion  that  the  very  nature 
of  milk  itself  complicates  the  problem  immeasurably.  Milk,  as  yoi;  all 
know,  is  a  highly  perishable  product  which  must  be  produced  and  consumed 
daily.  Both  production  and  consumption  are  subject  to  fairly  wide  fluctu- 
ations xmder  varying  conditions.   The  factors  vjhich  seem  to  act  most 
effectively  in  increasing  consumption  have  the  reverse  effect  on  production, 
namely,  prolonged  periods  of  hot  vreather.   It  becomes  necessary  to  encoi^rage 
production  to  a  point  at  all  times,  therefore,  as  will  furnish  ample 
supplies  for  all  emergency  consuming  needs.  On  the  other  hand,  long 
established  production  practices  have  resulted  in  producing  at  one  season 
of  the  3rear  supplies  far  in  excess  of  fluid  consumption  requirements. 
The  fact  that  production  apparently  cannot  be  effectively  regulated  to  con- 
foi-m  more  closely  to  fluid  milk  consumption  requirements  results  in  the 
production  of  so-called  surplus  milk,  that  is,  milk  which  must  be  utilised 
in  some  other  form. 

Since  all  milk  produced  in  order  to  qualify  for  the  fluid  market 
must  meet  the  same  health  standards,  it  necessarily  follows  that  the  so- 
called  surplus  milk  is  just  as  available  and  accepted  normally  for  the 
fluid  market  as  is  any  other  milk  produced  under  the  same  conditions.  If 
all  milk  produced  vras  sold  at  the  same  price  and  the  cost  thus  established 
for  handlers  of  milk  became  the  basic  cost  applicable  alike  to  its  final 
uses,  it  is  unlikely  that  wo  would  have  a  so-called  milk  problem  in  Nov; 
England,  at  least  any  problems  affecting  milk  would  bo  of  a  distinctly 
different  nature  than  is  now   the  case. 
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I  believe  it  is  rather  generally  admitted  that  the  producer's 
price  of  milk  for  fluid  milk  cons\.unption  in  New  En'-land  must  be  relatively- 
high  in  relation  to  milk  available  for  other  uses,  in  order  to  encourage 
sufficient  production  under  the  relatively  high  standards  -which  health 
depar-tments  have  established  for  fluid  milk  consumption.  As  a  result,  -w-e 
have  milk  used  for  fluid  consumption  bringing  a  relatively  high  price  and 
the  same  quality  milk  produced  under  the  same  conditions,  but  produced  in 
excess  of  the  current  fluid  consumption  requirements,  bringing  a  relatively 
lovr  price,  a  price  that  must  compete  -with  milk  produced  under  different 
conditions  in  distant  production  areas,  at  lower  cost,  Tho  result  is  that 
a  rather  -wide  spread  generally -exists  ..between  the  price  a  producer  vdll 
receive  for  his  milk  if  it  is  all  used  in  fluid  consumption  and  -the  price 
received  if  it  is  all  used  for  other  purposes. 

The  existance  of  this  -wide  spread  in  producer  prices  resulting 
from  different  uses  opens  the  door  for  manipulation  of  producer  prices  on 
the  part,  of  handlers  -who  can  make  substantial  profits  by  buying  the  excess 
milk  at  some  slight  premium  over  its  surplus  us.o  price  and  selling  it  for  ■ 
fluid  consumption  even  at  cut  prices  bolow  the.  established  consumer  prices- 
for  fluid  milk.  This,  in  r.y  opinion,,^  is-  the,  problem'  in  New  England  that 
causes  more  upsets  in  producers'  prices  than  any  -other. 

Naturally  all  producers  are  desirous  of  receiving  the  highest 
possible  price  for  all  milk  produced.  Every  producer  would  like  to  soil,  if 
possible,  all  of  his  milk  for  fluid  consumption  at  the- higher  price  visually 
applying  to  such  milk.   If  he  is' selling  -feo  a  handler  whp  distributes  a  very 
high  percentage  of  his  total  milk  receipts  as  fluid  milk,  he  vri.ll  naturally 
be  in  line  to  receive  a  much  higher  price  than  his  next  door  neighbor  vz-ho 
may  be  selling  to  a  handler  who  distributes- a  very  low  percentage  of  his 
tot^il'  receipts  as  fluid  milk.  This  difference  in  utilization  of  milk  by 
handlers  results,  in  a  condition  whereby, one  handler  may  under  pay  the  pro- 
ducer substantially  on  a  use  basis  and  still  pay  substantially  more  than 
another  distributor  because  of  the  use  he  makes  of  the  bulk  of  his  milk 
receipts.  On  the  other  hand,  it  is  possible  for  a. handler  to -prefer  one  or- 
more  producers  by  assigning  a  fluid  use  value,  to  their  particular  milk  as 
against  a  surplus  use  value  to  another  producer's  milk.  The  practices  of 
handlers  in  manipulating  producers'  prices  both  for.  competitive  purposes 
and  for  bther  reasons  certainly  keeps  the  milk  industry  in  an  unsettled  con- 
dition, .  .Some  producers  themselves  arc  a-ivaro  that  these  practices  exist  and 
hoping  to  profit  more  than  their  neighbor  are  always  ready  to  enter -into 
agreements  -with  manipulating  handlers,  vd.th:th.9  result  that -stability  of 
producers'  prices  are  not  of  long  duration,,..,:      .     ■ 

It  is  apparent,  therefore,  that  any  program  sot  up  for  the  Boston 
Market  -which  hopes  to  produce  stable  conditions  must  provide  for  the  enforce- 
ment of  unifomj  costs  of  milk  to  handlers  on  a  classified  use  basis  and  it 
must  provide  for  equalization  of  fluid  milk  sales  among  producers  on  some 
equitable  basis.  Furthermore,  to  reduce  enforcement  difficulties  to  a 
minimum  it  must  provide  .some  method  i^ereby  the.  spread  bo-tween  the  fluid 
milk  price  and  the  surplus  use  price  cannot  exceed  a  reasonable  margin. 
Control  of  production  apparently  is  repugnant  to  our  courts  and  is  not • 
favored  by  many  producdrs.  It  vrould  seem,  therefore,,  that  only  a  strong 


cooperatiTe  organization  under  producer  contro]  could  serve  as  a  restrain- 
in--  factor  in  holding  production  in  line  with  reasonable  consumption 
requirements.   Cooperation  on  the  part  of  the  health  authorities  of  Mas- 
sachusetts in  requiring  higher  standards  in  production  of  milk  for  so-callod 
surplus  uses  wovild  materially  help  in  that  it  would  tend  to  insure  a  better 
price  for  the  surplus  milk  and  thus  lessen  the  necessity  for  increasing  the 
fluid  milk  price  in  ordef  to  establish  a  fair  composite  price  for  all  nilk 
produced. 

Since  the  greatest  single  problem  involved  in  the  milk  industry 
seems  to  arise  from  the  wide  difference  in  produccrn'  prices  which  ej:ists 
due  to  the  difference  in  use  value  of  milk,  and  since  it  has  been  clearly 
established  that  states  cannot  control  products  in  interstate  commerce,  it 
is  obvious  that  New  England  needs  the  assistance  of  the  Federal  Govcrni.ient 
in  any  attempts  to  develop  a  plan  for  price  stabilization.  The  altornativo 
to  this  would  be  the  development  of  one  strongly  organized  cooperative 
association  of  producers  which  could  control  or  regulate  the  flovj'  of  fluid 
milk  to  the  market  in  accordance  T.dth  demand  conditions.   By  holding  back  all 
surplus  milk  and  utilizing  it  efficiently  for  by-product  uses,  the  fluid 
market  could  be  made  relatively  stable.  The  cooperation  of  the  state  govern- 
ments in  either  case  vrould  be  most  helpful  if  properly  directv^d  toward  proper 
inspection  of  all  supplies,  and  thus  enable  prices  to  be  maintained  for  both 
fluid  and  surplus  milk  which  need  not  be  unduly  high  and  yet  high  enough  to 
encourage  the  production  of  high  grade  loilk.   The  public  would  benefit  by 
such  a  program  and  in  the  long  run  the  efficient  distributor  has  cvcrjrthing 
to  gain  and,  in  my  opinion,  nothing  to  lose  from  such  a  program, 

I  have  attempted  in  this  discussion  to  simplify  the  so-callod  milk 
problem.   I  realize,  naturally,  that  too  much  simplification  of  any  problem 
tends  to  obscure  other  im.portant  factors  and  that  I  am  leaving  rnrsclf  open 
to  the  charge  of  evading  issues.   Be  that  as  it  may.   Too  many  of  the  so- 
callod  issues  involved  in  the  milk  problem  deal  with  personalities  rather 
than  principles.  Jealousies  pjid  ambitions  of  various  individuals  vrith 
respect  to  leadership  of  the  producers  groups  have  existed  over  a  long  period 
of  tir.e  and  undoubtedly  have  played  a  part  in  preventing  the  orgatiization  of 
a  strong  cooperation  which  could  effectively  deal  with  distribution. 

On  the  other  hand,  distributors  have  not  failed  to  keep  alive 
discord  in  the  country  and  even  to  promote  it.  Thus  far  distribution  has 
shovm  exceptional  ability  to  capitalize  on  unstabilized  conditions  and  to 
maintain  such  conditions.  Distribution,  while  not  always  harmonious  vd.thin 
its  ovm  ranks,  has  nevertheless  shoTm  that  it  can  unite  pretty  effectively, 
utilizing  every  available  agency  which  can  serve  its  m.ain  purpose  vfhcn  the 
issue  seems  important  enough.   The  conditions  existing  in  the  y^oston  Market 
during  the  past  six  months  ari'.  eloquent  evidence  of  this  abilitj?-  on  the  part 
of  distribution. 

There  is  little  doubt  if  one  carefully  reviews  the  history  of  the 
Boston  J'^arket  that  producers  as  a  v;holc  fared  best  relatively  during  the 
period  v-tion  Federal  licenses  and  order  were  in  effect,   I  would  conclude, 
therefore,  that  though  a  Federal  order  would  not  necessarily  represent  a 
complete  cjid  final  solution  to  the  so-called  Novt  England  Milk  Problem,  it 
vrould  help  tremendously  to  restore  conditions  to  a  somewhat  stable  basis 
and  lend  support  to  a  long  run  constructive  effort  to  solve  the  problem. 
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A  COOPERATIVE  llARKETING  SET-UP  FOR  Ma¥  ENGLAND  ITLLK 

John  McGrath,  Manager 

Milton  Cooperative  Creamery,  Milton,  Vermont 


s    Some  twenty  years  ago  the-  Boston  milk  dealers,  owing  to  troubles 
with  the  nearby  farmers,  went  further  into  the  country  to  buy  their 
supplies  of  milk.  As  the  nearby  farmers  were  organized,  it  was  necessary 
to  organize  the  north  country  producers.  That  was  about  the  first  of 
cooperation  among  milk' producers  of  New  England  on  a  large  scale.  At  that 
time  it  wias  a  bargaining  organization— the  N.E.M.P.A,  This  organization 
made  good  headway  for  sometime  under  the  able  leadership  of  Richard  Pattee, 
now  deceased.  The  late  F,  H.  Edwards  of  Richmond,  Vermont,  was  not 
satisfied  with  the  returns  received  from  bargaining.  He  thought  the  pro- 
ducers should  own  their  creameries  and  sell  the  dealers  the  milk  they  needed 
for  fluid  sales,  the  balance  to  be  manufactured  at  the  plants.  In  this  way 
he  thought  the  producer  would  be  able  to  get  at  least  the  price  of  butter- 
fat  mth  a  little  additional  for  solids,  not  fat.  The  Richmond  Cooperative 
Creamery  was  one  of  the  first  to  operate  along  those  lines.  It  worked 
out  very  well  for  some  time.  One  of  the  reasons  was  that  when  the  Hon.  . 
E.  S.  Brigham  was  Cortmissioner  of  Agriculture  of  Yermont,  he  had  the  tariff 
rules  changed  so  as  to  make  it  possible  for  small  milk  dealers  .to  get  their 
milk  shipped  to  the  market  for  the  same  price  as  the  large  dealers.  Before 
the  change  large  buyers  used  what"  is  known  as  the  leased  car  system.   The 
other  is  known  as  L.C.L.  or  open  car  system.  Then  the  small  milk  dealers, 
one  after  the  other,  sought  a  supply  of  their  own.  They  bought  from 
cooperatives  or  small  proprietary  dealers  ij  This  vrorked  fine  for  several 
years.  Then  base  rating  and  other  ft^ctors  made  some  dealers  go  to  the 
country  to  look  for  cheaper  milk.  They  felt  that  the  dealers  who  bought 
both  Class  I  and  Class  II  had  an  advantage  over  them.  How  true  that  was 
may  be  a  question.  The  United  Farmers 'Cooperative  Creamery  of  ITorrisville, 
Vermont,  decided  that  the  cinly  f/ay  to  be  sure  of  a  market-  was  to  open  a 
city  outlet.  This  did  not  meet  vdth  favoi*  by  the  dealers  or  the  cooperative 
bargaining  organization,  '  As  more  and  more  small  dealers  went  to  the  country 
to  buy  their  supplies  of  milk  direct,  wo,  at  Milton,  saw  that  if  we  were 
to  have  a  dependable  market  we  would  have  to  buy  a  city  outlet, which  we  did. 
Other  cooperatives  and  proprietary  Creameries  saw  their  markets  being  taken 
from  thejn  as  the  dealers  to  whom  they  sold  either  sold  their  business  or 
bought  direct  from  the  producers, 

IVhen  the  A.A.A.  v;-as  passed  by  Congress  May  12,  1933,  all  were 
anxious  to  have  an  order  or  marketing  agreement  in  the  Boston  Market, 
After  considerable  work  a  marketing  agreement  was  put  into  operation.  This 
worked  fairly  well  for  a  while,  but  there  was  too  much  opposition  to  it 
by  some  of  the  dealers.  Also,  producers  in  some  sections  of  New  England, 
especially  Maine,  Massachusetts  and  portions  of  New  Hampshire  and  Vermont, 
were  so  opposed  to  it  that  it  had  to  be  abandoned  August  1st,  1936,  This 
was  a  hard  blow  to  cooperation.  Soon  things  began  to  happen  and  before 


Januarj'   let,    1957>   cooperation  anong  IJev  Enj-,land  riill:  producers  '.ms   aliriost 
back  to  tho   startirig  point  about  tv/enty  years   agoj      Last  vdnter  and  early 
spring  v;e  tried  to   rally  t'je  farners   v/ho  had   left  the   cooperative  nove- 
nent,  into  an  organization  knovc  as  Milk  Inc.      If  this  could  have  "been 
done   I  tl.inlc  the  llov;  England  farners  would  have  had  the  best    set-up  they 
ever  iiad,     Ilassachusetts ,  llainc,  and  portions   of  llev;  Hanpshire  and  Vernont, 
as  v:hen  the   Federal  Order  ^-ms   in  effect,  x/cre  not  ready  for  Li  11:  Inc, 
so   it   fell  by  the  wayside, 

I   fimly  believe   in  cooperotion  among  the  farmerti   of  IIovv 
England*      I  also  feci  thot   equalization  is  necessary.     Until  there   is   soiac 
nmrizeti.ng  agroonent   fair  to  the  nearby  Llascacl'LUsctts  p^roducers,   as  vrell   as 
the   othors,   I  cannot  see  hov;  the  farners   of  IJcw  England  will   receive  their 
sh^ro   of    the  prosperity  that   others  arc  getting*      I  hopO  and  trust  that 
the   fan-p-crs  and  farn  loaders  vdll  profit  by  their  experiences  in  the  past 
and  Y/ork  together  for  a  better  day.      Cooperation  aivxong  the   fanners   is 
needed   today  mere  than  ever  before.     A  fci:  years  ago,  the  milk  business 
"■as   in  the  hands  of  many  dealers  both  largo  and  small.     Today  there  are  a 
fcv.-  sr.iall  milk  dealers    left,   but  the   large  part   of  the  milk  business   is   in 
the  hands   of  tvra  companies.     Therefore,   if  the   farmer  is   to  get  his    fair 
share   of   the   consumers'   dollar,   he  must  chaiigc  from  the   old  \iv.-j  of   each 
for   hiirtelf  and  cooperate  vd.th  his   fellovz-farracrs.     Until  the  farmers   cf 
Nev/  England,  und  in  fact,  the  United  States,    learn  that  they  must   look  to 
tlioir   fellov.'-fr.riiicrs    for  help   other  thcji  those  v;ho  arc  trying  to  make  a 
dollar  for  themselves   out   of  their  product,  tlic    sooner  the   farmers  will 
come   ir±c  their   or.-n. 

liichard  Pattee  and   Frank  H.   Fydv^rds  were  the   two   .loaders    in  the 
cooperative  movement   20  years   ago.      Ccic  ropresontcd  a  bargai::ing   organiza- 
tion;  tlic   other  cooperative   creameries.      The   successors   of  nichard  pattoc 
later  deserted  bargaining  as   the  only  v.^y  to  sell  milk.      They  bought   several 
SLE.11  proprietary  plants  and  became  a  selling   agency   for   several  coopera- 
tive crcamorics  vAiich  had  no  city   outlet,      )iVcn  th.c  Richmond  creamery  wiiidn 
v.T.s  ■    started  by  I.lr.    Edvro.rds   icined  the  organization  knov.Ti  as  Ncvr  England 
Dairies,  v.-iiich  is  part  bargaining  and  part   fr.rmur  ovmod.     l,^hich  is  the  best 
for  the   farmers   of  lle-a  England  vdll  have  to  be  decided  by   thu.iselvcs. 

It  does   not   seem  necessary  to  i.ic  to  liave   only   one   large 
cooperative  organizi.tion.     Y,'e  need  meii  for  leaders  big  enough  to   cooperate 
vdth  other  cooperatives.      It  is  easy  to   bring  that  about  in  Ug\:  England  at 
tl:c   present  time,   as   I   feel   sure  that  the  fana  leaders   have   learned  the 
reccssity  of  getting  together,   and  they  do  not  vdsh  to   lose  all  tiiC  gains 
that   have  been  mado-   in  cooperation  over  ma^iy  years'   time. 
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DISCUSSION  OF  A  COOPEPu^TIVE  I/I/JUIETIIIG  SET-UP  FOR  ilEV;  Ei'JGIu'JID  1.3 LK 
Quentin  Reynolds >   General  Manager 
'Eastern  States   Farmers'    Exchange,   Springfield,   Mass. 


I   like  the   Danish  cooperative  approach  to  this   problem  as    set 
forth  by  Dr,.  Black  because   it  has  been  th.e  foundation  of  successful 
merchandising  hy  producers   in  this  country, 

It   assumes  that  'consumers   must  be   ^-ec.ured  and  held  hy  service. 
It/ assumes  .that  members   also  must,  be  held  by  service.      It  does  through 
service  T/hat  vre  liave  failed  to  do  in  this  milk  shed  through  bargaining, 
log  rolling,  threats',  and  promises  with  and  "v/ithout  government  support-. 

Every  plan  -vAiich  has   been   supported  s-omi-unitcdly  by  the  • 
governors,  the  colleges  and  extension  services,    state  departments   of 
agriculture  and  the  general  farm  organizations  .as   offering  the  solution 
to  the  milk  marketing  program  has  boon  founded   on  the  monopoly  idea  — 
sometinos  to  be  brought  about  through  persuasion,    sometimes  through 
bullying,   sometimes  through  cooperative  ballyhoo,   sometimes,  through  the 
chock-off  system,   sometimes  through  marketing  .agreements ,    somct3.m«JS 
tlirough  federal  orders,    sometimes  through  milk  boards.     Surely  one  "0.f 
these   plans   so   sincerely  advocated  by   so   impressive  an  array   of  leaders 
•would  hav.      evolved   into  an  effective  marlcoting  program  if  it  hc.d  bcbh 
fundajnentally  sound  1 

Conversely,   the  lesser  attempts   at  a   cooperative  prograia.  liave 
at   one  tine   or      another  been  c ondemiied'  by  a   large  proportion  of  those 
•same   elements.      Yet   Dolloxvs    Falls,   Hilton,  United   Farmers'    — "to  mention 
a  few  of  the   alleged   scoundrels   of  yoster  years   —  arc  very,  much  alive 
today.     They.  Iiavc   sought  to   servo  their  members  by  catering,  to   c.onsxcnption 
using  the  modest  means  they  hc.ve  .had  at  hand.      They  have  mxidc  "a  beginning 
at  developing  a   system  of  distribution  with  an  cconordc   significance. 
The   others  have  been  looking   for  the  pot   of  gold  at  the  base   of  the 
monopoly  rainbovr  vvhich  has   failed  .oil  interests*   railroad. .interos.ts, 
airtomobilo  interests,  and   labor  ■interests,  :        ' 

Dairy  marketing   can  never  bo  successful   as  a  monopoly  vfith  or 
v/ithout   government  assistance.      Monopoly   sets   up  the  very  forces  v;hich 
destroy  it.     Governments,   state  or  national,   cannot  help  you  set  up  a 
monopoly  to   sell  milk.      The   government   is   not  the   farmers'   agent.      It 
should   not   be.      It   cannot   be.      If  yov.  encourage  pressure   group  action  by 
attei.pting  to  use  the   gcvcrnmont,  you  help   create  the  acceptance   of 
pressure   group  action  certain  to  complete  the  destruction  of  the  tradi- 
tional AEierican  fainily  farm.      Farmers  are   a  minority.      Nov/  England  farmers 
are  a      small  minority  of  all   the  nation's   farmers   and  a  tiny  minority  of 
Not;  England  voters. 

The  sort   of  government  support  wo  arc   getting   for  m.ilk   control 
v/ill  complete  the   destruction  of  the  consumer   goodvdll  New  England   farmers 
enjoyed   only  a  few  years  ago,  and  New  England  consumers   are   the   only 
mr.rkot  most  llcw  England  farmers   have* 
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I  am  convinced  that  we  do  not   need   a  no.iopoly  prof.ran  vdtli  or 
^\athout   f^ovonment  protection  to  narlret  nilk  so  successfully  that  t'le 
efficient   Ilev/  Eiacl^^'i  dairynen  can  bottor  than  hold  their   ovm. 

Let  the  existiac   cooperative  narheting  association  directors 
make  their  manae^^r'j      recognize  the  fact  that  they  are  to  develop  tho 
possible  narkets  in  this  area  as   any  other  sales  departnent   serves  the 
producing  unit   of  v:hicli  it   is   a     part.      First,   let  then  regard  consumers 
as  the  famers'   r^rket  and  distributors  as  iiieans   of  reaching  tliat  inarket. 
Then  let  then  recognize  the  fact  that  the  producers   of  canned  milk, 
butter,  crean,   ice  creara,  autonobiles,   etc,,  are  the  dairy  farmers' 
conpetitors  and  sot  out  to  raeet  tl'iat  competition,     Lliake  thorn  stop  assuiiing 
that  the   other  fluid  milk  and  crean  is  their  only  competition  and  that  all 
they  can  do  is   secure  more  of  that  present  market.     Let  then     also  know 
that  dairj''   fai-ners   aro   interested   in  the  composite  price   —  the  price  they 
get   for  all  their  nilk,  and  that  the   farmers  vAio  are  to  be  the  backbone 
of  those   agoncios  can  make  nilk  to  meet  the  milk  shipped   into  these  markets 
for  any  and  all  purposes   if  they  got  their  share   of  v.hiLxt   tho  consumers 
will  pay   for  all  the  milk  and   crean  they  vdll  take   if  it  ic    sold  to   thon 
vigorously   and   effectively. 

Lot  the   cooperatives    set  about   rj.dding  the  rxirkot   of  restrictions 
which  interfere  vdth  pricing  milk  as   it  nust  be   priced   in  conjujiction 
with  sales   campaigns   designed  to  move   seasonally   large  quantities   of  so 
highly  perishable  a  product. 

Let   dairym.en  demand  the  abolition  of  regulations   viiich  have  nade 
barriers   of   state   lines   while   they  insist  that  dairj^  products  r;iiorevor 
produced  be  nade  to  pass    equally   rigorous   inspection  to   enter  ITev^r  England 
narkets.     State  barriers   establish  precedents  r/hich  if   extended   vail 
threaten  narkets   for  the  Neiv  England  industries.      liew  England   industries 
cannot   survive  unless  they  continue  to  ho.vo  access  to  all  parts   of  the 
country,     Kotj  England   industries   aro  the   foundation  of  tlie  market   for  the 
output   of  m.ost  New  England   fc.rr.icrs, 

I  agree  vdth  San  Tator   that   the  cause   of   idealism  cannot  bo 
actually  furthered  unless  vrc  deal  vdth  facts   and   hunxin  beings   as  vc   find 
then.      Let's   apply  cooperative  marketing  technique   rationally  instead  of 
trying  to  cooperate   emotionally.     We  have  proved    it   can't   be  done 
emotionally.      The  Danes   have  proved    it   can  be  done  intelligently. 
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DISCUSSION  OF  A  COOPER/iTIVE  I.L^PJZETIIIG  SET-UP  FOR  HE',:  EIIGLAITD  LILK  (CCl-TIinJED) 
J.  E-.  Carrigcn,  Extension  Director 
University  of  Vernont,  Burlington,  Vermont 


For  several  years  a  very  large  propoj-tion  of  the  producers  in 
the  Boston  milk  shed  have, been  in  cooperative' milk  marketing  organizations. 
The  organizations  referred  to  include  both  tlie  bargaining  organization,  or 
the  K.E.II.P.A, ,  and  the  operating  organizations.,  or  the  so-called  coopera- 
tive creane-ries-*   The  past  several  months  have- clianged  the  situation  con- 
siderably and  vre  now  find  that  the  bargaining  organization,  or  N.E,I.'',P,A. , 
has  lost  a  majority  of  its  members  and,  its  bargaining  poiver  in  the  Boston 
IJarket.   Thus,  there  are  now  about  one-half  of  the  producers  unorganized 
and  about  one-half  in  operating  organizations,  (cooperative  creameries.)  • 
Those,  in  cooperatives  are  at  a  disadvantage  in  the  Boston  m£.rket.   This 
disadvantage  is  comprised  of-  a  relatively  small  proportion  of  fluid  sales 
and  an. inability,  apparently  due  to  f.  Massachusetts  milk  board  ruling,  to 
increase  those  sales.   This  results  in  a  very  considerable  disparity  in 
price  received  by  producers  selling  through  the  cooperatives  and  producers 
selling  directly  to  city  distributors  v/ho  ovm  countrj^  plants.   This,  large 
disparity  in  price,  found  in  many  cases  betvreen  neighbors  living  closely 
together,  constitutes  a  very  unstable  situation  in  the  mj.lk  shod.   It  seems 
to  m.e  obvious  that  such  a  situation  cannot  and  vri.ll  not  continue. 

The  groups  now  at  a  disadvantage  in  price  are^ petitioning  tho 
Secretary  of  Agriculture  for  a  federal  order  under  the  1937  marketing  act 
so  that  a  market  pool  may  be  sot  up  and  thus  the  price  to  producers 
equalized.  Such  an  order  may  or  may  not  be  established.   If  established, 
it  may  or  may  not  be  enforceable  and  may  or  may  not  be  permanent. 

If  it  is  established,  it.v/ill  verj'-  probably  ease  the- situation 
at  .least  ten^jorarily.   If  its  provisions  are  reasonably  sound  and  if  it  is 
enforceable,  it  may  become  permanent.   If  this  happens,  the  policies  of 
the  producers  may  be  different  than  if  it  does  not  happen.  At  least,  it 
vdll  reduce  the  need  for  hurried  action,  but  whether  an  order  is  or  is  not 
established  it  vdll  behoove  the  producers  to  place  themselves  in  a  position 
to  handle  their  ovm  affairs  effectively  if  they  expect  continued  satisfac- 
tory market  outlets  for  thoir  dairy  products*   I  shall  continue  this  ■■ 
discussion  on  the  supposition  that  the  order  either  vri.ll  net  be  established, 
or  that  it  v.rill,  if  established,  be  only  temporarj.'. 

There  are  now  about  5G  per  cent  of  the  producers  in  tho  Boston- 
milk  shod  selling  through  cooperative  operating  organizations  vdiich  ovm- 
their- country  facilities  and  also  own  somo  city  facilities  but  not  haying, 
on  the  v/hole  s atis fact orir  city  outlets.   The  other  half  sell  directly  to 
city  distributor's  viho.ovm  their  country  and  city  facilities  and  liave  re- 
latively satisfactory  city  outlets.  ViTiere  do  v;o  go  from  here? 

It  seems  that  the  distributors  nov/  ovming  countiy  facilities  v.lsh 
to  continue  ovming  them.  The  larger  ones  served  notice  to  that  effect  last 
fall.  They  think  it  is  good  business  to  Q\nn  them.  They  have  daily  contact 
vri.th  individual  patrons  in  the  country  and  individual  customers  in  the  city. 
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They  can  ncintcin  good  relations  in  th:.t  vjcy  end  thoj-  control  the  product 
prcctically  all  the  xicy   fron  the  individual  producer  to  the  individual 
consuirxr.  It  gives  then  c   stror^g  position  in  handling  the  transactions 
in  t}ieir  business.  At  the  sane  tine,  their  countiy  patrons  do  not  vre^nt  to 
go  to  the  expense  of  investing  in  country  facilities  arxl  of  course  not 
in  the  city  facilities.  Apparently,  the  patrons  vdll  organize  local 
associations  so  that  they  nay,  through  Joint  action,  look  after  their 
interests  in  their  relations  v/ith  the  distributors.  These  associations  may 
be  handled  by  their  ncnbership  vathout  direct  influence  of  t!;e  corporation 
to  v,hich  they  sell  their  milk  or  they  nay  be  so-called  "company  unions." 
They  v/ill  have,  nor e  pov/»jr  in  looking  after  the  interests  of  their  nonbcrs 
if  they  do  stand  on  their  ovm  feeii,  collect  their  ov;n  dues,  and  handle 
their  ov/n  affairs.  It  vdll  bo  easier,  hov/ever,  for  then  to  slip  in  the 
other  direction  and  probably  t];e  road  in  that  direction  v.dll  be  r.iade 
straight  and  snooth.  It  vrovld  probably  insure  greater  producer  bargaining 
power  if  these  associc.ticns  joined  together  in  an  organization  coiqprising 
producers  selling  to  several  corporations  rather  than  being  organizations 
of  producers  selling  to  one  corporation.  They  vdll  probably  receive  a 
price  for  milk  that  comperes  f<.vorably  vdth  the  price  received  by  farners 
sGlli:ig  through  cooperative  crcanories.  IIov.-  favorable  that  price  vdll  be 
relatively  und  actually,  vdll  depend  to  a  considerable  extent  on  the  policy 
of  the  cooperative  croanorics  and  the  effectiveness  vdth  -./hich  tlioir 
business  is  handled. 

Not;  lot  us  turn  to  the  other  half  of  the  producers,  those  selling 
through  cooperatives.  They  ov«i  country  facilities.  The  price  received 
by  these  producers  is  nov/  lov.- because  they  lack  good  city  outlets.  Th^cir 
salvation  depends  on  obtaining  good  city  outlets.  Hov;  olDtain  thorn? 

Apparently  the  old  method  of  price  cutting,  long  practiced,  vrorks 
no  longer.  There  must  be  another  v.-ay.  It  may  involve  c.  larger  invest- 
ment in  addition  to  the  investncnt  they  already  have  in  the  country 
facilities.  This  invostmont  surely  i/ould  not  amount  to  yAu-.t   they  are  novic 
sacrificing  by  not  having  adequate  city  outlets.  Probably  after  they  liave 
sacrificed  long  enough  they  vdll  do  v/hat  is  ncccssc.ry  to  got  their  sb^ro 
of  the  market.  This  probably  vdll  require  vigorous,  drastic  action.   It 
may  require  r,one  reorganization  and  even  some  cl^ange  in  personnel.  But 
better  city  outlets  for  this  milk  handle-d  try   these  units  is  necessary  or 
they  vdll,  at  least  some  of  them,  cease  to  exist  and  v;e*ll  have  cvon   less 
cooperation  rather  tl'iar.  more. 

At  one  time  I  looked  forv.'ard  to  the  producers  o'vvrdng  all  countrj' 
facilities  and  the  distributors  ov.-ning  all  city  facilities  —  a  horizontal 
set-up.  Th^t,  apparently,  is  not  goirig  to  be  the  case,  in  the  imacdiate 
future.  City  distributors,  at  least  certain  city  distributors,  are  in- 
sisting on  ovrning  their  country'-  facilities  and  having  a  permanent  tie-up 
vath  their  ev/n  group  of  producers  —  a  vertical  set-up,  Hov/,  so  long  as 
this  is  to  be  the  set-up,  it  nxikes  it  necessary-  for  the  cooperatives  to  have 
just  as  strong  city  outlet  coiincctions  as  the  distributor.  It  should  be 
xmderstood  that  this  vortical  set-up  vdll  continue  as  it  has  in  the  past 
to  v.'cld  groups  of  producers  into  units  thxt  arc  going  to  compete 
strongly  ~  somctir.ics  oven  hiarshly  and  bitterly  —  vdth  each  ether.  For 
instance,  a  producer  selling  to  H.  P.  Kood  &  Sons  vdll  have  more  coniion 
interest  vdth  the  Hood  Compai^  than  vdth  a  neighbor  producer  v;hoGC  nilk 
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is   sold   throuf--.h  the  lalton  Coopcrctivc.      The  bond   of   interest   is  tho 
block  of  milk  fron  viiich  both  the  lioQd  producer  end  the  Hood  Conpa:iy  got 
their  livelihood   end  that  block  of  nilk  is    in  direct   conpetition  r.lth  the 
nilk  fron  the  Milton  producer. 

It   is   inportant  that  v;b    recognize  these   facts.      It  r.iatters   little 
whether  ve  have  a  vertical   set-up   or  a  horizontal   set-up.     Me  i.iay  have 
stable   or  unstable  conditions  under  either  one  depending  on  whether  vre 
solve  or  do  not  solve  the  problens   involved   in  v^iichever  one  prevails. 
If  vie  recognize  the  problems   and  solve  then,  v.'e'll  liave  relatively  stable 
cor-ditions.      If  vie  do  not  recognize  tho  problems  and  do  not   solve  tlionj 
we'll  }iave  unstable  conditions. 

Thus,   I'd   say  v;e  may  as  well  accept   for  tlie  tim.e  being  the 
vortical   set-up  as  the  structure.     V:e  may  as  v.Tell   recognize  that  producers 
soiling  through  one  channel  v/ill  be  competing  v/ith  producers   selling 
through  another   channel.     "Yith  these  thoughts   in  mind,   I  would   make  a   few 
suggestions: 

1.  Tliat  producers  who  do  not  own  country  facilities  and  arc 
selling  their  milk  to  private  corporations  organize  bargaining  associa- 
tions which  collect  their  ovrn  dues,   run  their  ovai  affairs   and  look  after 
their   ovm  interests   in  their   relations  with  the   distributors. 

2.  That   cooperative  operating  units,   cooperative  croanprios, 
vigorously  undertake  to   establish  or  develop   adequate  and   stable   outlets 
in  the  city. 

3.  That  the  various  groups   recognise  that  they"  arc   competing 
against   one  anothor  and  that  they  arrange  to  compete  on  a  friendly  but 
business  basis.     That  they   resolve  to  play  the  game  hard  but  fairly  and 
that  they   cease  throv/lng  mud  and   calling  each  other  cutthroats,  thieves   and 
crooks,   but   rather  realize  th:.t   the   ether  groups,    like  tliercselves,   arc 
doing  their  best  to   serve  their  oxni  particular  interests.      Codec   of  fair 
practice  may  well   be  worked   out.      A  federal   order  nay  be  established, 

4\   That  a  more   intensive   educational   ca.'npaign  be   conducted  by 
our  educational   institutions  to  teach  producers  and   others  \7hat  can  bo 
expected  and  what  ca:inot  be  expected   of  their  organi.zations ,  notably  that 
they   can  represent  the   interest  of  their  members  in  the  m:.rketing  of  the 
product  but   cannot  maintain  a  price  out   of  line  v/itli  supply  and  demand 
conditions   —  that  they  must  at  tim.cs  be  party  to  a    reduction  in  price  as 
xrell  as  an  increase   in  price. 

After  all,    chaotic   conditions   arc  due,  not   so  much  to  the   tj'po 
of  marketing  set-up,  but  rather  to   lack   of  vmdorstanding  of  the   problems 
involved   in  that  particular  type  of   set-up  ar.d  therefore   an  inability, 
due  to   lack  of  understr^ding,  to   solve  those  probler.s. 
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I  can  add  little  to  the  discussion  except  to  express  ny  opinion 
regarding  the  attitude  of  the  nill-  producers  selling  to  the  proprietarjr 
companies. 

There  are  very  fexf   cocpei-atives  in  the  State  of  L'aine.  ITev/  Snr;- 
Ismd  Dairies  is  operating  tv;o  plants  and  a  cooperative  creai-aei-^'  at  Banr;or 
receives  a  small  amount  of  nil^:. 

There  are  niany  small  dealei's  in  I.Iaine,   Some  of  them  came  into  the 
state  vrhile  the  old  license  w'as  in  operation.   They  -.-."ere  able  to  pay  slightly 
nore  than  the  pool  price  so  picked  up  patrons  selling.,  to  the  Hood  and 
^Baiting  Companies. 

Since  the  calling  of  the  strike  by  the  iT,E..',r.A.  last  Dcceiabor, 
farmers  selling  to  Hood  and  TVliiting  ajid  the  small  dealers  have  enjoyed  v/hat 
by  comparison,  appears  to  them  to  be  a  high  price. 

Hood  and  TTaiting  have,  of  course,  paid  prices  50  cents  or  more 
higher  than  the  New  England  Dairies'  price,  and  the  small  dealers,  in  order 
to  hold  their  patrons,  have  increased  their  prices  to  the  levels  paid  by 
Hood  and  '.Ihiting.   It  seems  as  if  the  real  battle  to  put  over  the  liconce 
vrill  center  in  Ilaine.  The  problem  mil  be  to  place  the  actual  fa.cts  before 
the  independent  producers.  Ileetings  are  usually  vrell   attended,  although 
it  is  likely  that  any  meetings  concerning  the  license  mil  come  during  the 
haying  season  and  must,  of  necessity,  be  evening  meetings. 

It  is  going  to  be  difficult  to  secure  the  attendance  of  those:  vvho 
are  likely  to  vote  against  the  license.  The  mere  fact  that  some  of  the 
foi'Tn.erly  nore  loyal  lI.E.J.i.^.A.  m.embers  favor  the  license  mil  influence 
those  v;ho  have  bitterly  opposed  the  U.E.M.:'\A.  to  vote  against  it. 

There  is  a  feeling  in  the  couutrj'  that  the  cooperative  interests 
Vi-ant  and  need  the  license  and  inasmuch  as  the  bulk  of  the  cooperatives  arc 
in  Vermont,  many  feel  reluctant  to  vote  for  something  -v^iich  mil  bring  Ver- 
mont proc.ucers  up  to  the  plane  on  which  the  Maine  producers  now  feel  they 
rest.   They,  of  course,  remember  the  time  vrhen  it  v;r.s  generally  conceded 
that  Vermont  producers  ¥/ero  in  the  more  favorable  position. 
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AIDIIJG  IIEW  MGL/^!D  COOPEFJITIVES  IIJ  T.ISlTi   ?ROBLE^IS 
S.  E.  Ronlc,  Business  Analyst 
Springfield  Banl:  for  Cooperatives,  Springfield,  IlasE 


During  a  period  characterized  by  a  "scarcity  cconoraics,"  "operating 
losses  and  deficits,"  and  such  songs  as  "The  Music  Goes  Round  and  Round," 
it  is  not  surprising  that  much  of  our  thinl:ing  concerning  cooperation  has 
been  distorted  and  corif"usod. 

There  are  those  i.viao  labor  under  the  illusions  that  "cooperation  ic- 
placcs  competition"  and  should  be  substituted  for  competition  as  the  "-vmy 
out  of  the  evils  that  afflict  both  producers  and  consumers;"  that  "one  of 
■th.e  chief  causes  of  our  past  and  present  troubles"  is  competition  botrracn 
cooperatives;  that  "cooperation  is  not  a  competitive  method  of  doing  busi- 
ness;" and  that  v/hcn  cooperatives  arc  organized  \vc   should  "got  them  on  a 
cooperative  basis  and  keep  thorn  off  a  conpctitivc  basis,  because  cooper- 
ation and  competition  arc  at  poles  ends."  Such  a  philosophy  tends  to  over- 
look the  fact  that  cooperatives  are  subject  to  the  problems  of  competitive 
business  enterprises.   It  is  the  view  of  many  that  cooperation  is  too  "highly 
colored  by  the  philosophy  of  competition," 

It  is  my  contention  that  cooperation  has  not  been  colored  sufficiently 
by  an  accurate  and  correct  philosophy  of  competition.   Cooperation  is  not 
a  substitute  for  competition,  but  is  itself  competition  in  a  different  form. 
Cooperation  is  only  ajiother  method  of •  doing  business;  and  if  cooperatives 
cannot  do  the  job  as  well  as  competing  agencies,  they  vri.ll  not  live  for 
long,  and  should  not. 

yfith  few  exceptions  there  has  been  little  cooperation  betrrocn  coop- 
eratives.  This  is  understood  when  it  is  considered  that- iiCicricaia  business 
has  been  built  upon  a  competitive,  individualistic,  privatc-propertjr-f or- 
privatc-gain  basis.   It  was  so  organized  and  has  so  developed.   The  bolief 
that  competing  cooperatives  have  been  more  ruthless  than  competing  commer- 
cial businesses  merely  because  cooperatives  have  found  it  relatively  easy 
to  pass  the  losses  back  to  the  farmers,  does  not  appear  to  bo  well  founded. 
It  should  also  be  remembered  that  competing  commercial  businesses  have 
passed  losses  back  to  some  farmers  at  some  time.   Cooperatives  are  confronted 
with  the  problems  which  are  cor.imon  to  any  business  enterprise  engaged  in 
similar  operations,  and  are  peculiarly  subject  to  certain  additional  pro- 
blems. 

Farmers  tend  sometimes  to  ox'erlook  the  fact  that  their  cooperative 
is  a  business- institution  and  has  limitations.   The  individual  member  should 
be  educated  to  look  upon  his  cooperative  as  his  own  business  enterprise, 
and  to  treat  it  accordingly. 

Cooperatives  like  other  businesses-  must  change  their  business  metJtods 
to  meet  changing  economic  conditions  and  must  conduct  their  business  upon 
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the  same  "'busiiiess-like"  basis  as  Vneir  conpetitors=   In  order  that  round 
businecs  policies  may  be  follovred,  it  is  necesisaiy  for  ncnbcrs  to  be  current- 
ly and  accurately  inl'orinod  as  to  the  problenc  of  their  cooperative;  other- 
wise, they  cannot  be  expected  to  act  vrisely.   Inaccu' ate  accountr;  and  loor>e 
accounting  procedure  confuse  and  :nisload  both  nanagemont  and  members. 

If  the  accornting  systens  of  farincrs'  cooperatives  are  adequate 
and  if  accurate  and  under stojadable  finazicial  information  is  avo.ilablo  upon 
vdiich  to  base  business  managecient  policies,  I  firmly  believe  farmers  can 
operate  their  business  associations  satisfactorily.   It  is  encoura^^-ing  to 
note  that  the  value  of  reliable  financial  statements  as  a  guide  to  ;as.n:-.go- 
mcnt  is  bocominp.  more  and  more  generally  recognised. 

In  addition  to  providing  credit  facilities  to  coopk.rativos,  tlie 
Springfield  Eanl:  for  Cooperatives  haj  attempted  to  cooperate  with  coop:;r- 
atives  in  their  business  problems.  The  Banl:  has  directed  its  efforts  and 
services  toivard  helping  cooperative  ancocio.tions  vfita  the  current  practi- 
cal problems  confronting  then  in  order  that  ..-uch  orgu.nizatlonj  may  operate 
more  effectively. 

The  perils  of  credit  e:cten..;ion  have  been  recognized  as  a  serious 
ailment,  yet  me.ny  times  have  gone  unheeded,   Over-e.:teucion  of  credit  is 
usually  accompanied  by  a  redixction  in  cash  and  inventories  and/or  by  in- 
creases in  liabilities;  it  may  result  in  the  inabilitx'-  to  ma.kc  pa;jrmentB  to 
members  promptly'',  to  take  discounts  on  purchases;  it  inflicts  a  frightful 
to.x  for  the  support  of  accountants,  lavf-^Grs  and  collectoro;  and  to  all  this 
grief  must  be  added  bad-debt  losses.   To  extend  credit  is  costly  and  indi- 
viduals iTho  obtain  credit  should  pay  for  it,  vdiile  thosv  x/ao   pay  cash  shoiild 
not  be  required  to  pa.y  for  credit.   Credit  should  b ..  c:;Lendcd  by  a  credit 
institution,  not  by  the  cooperative.  The  desire  for  volur.e  of  business  has 
often  resulted  in  the  extension  o?  credit  as  a  moans  of  obtaining  vol-ome. 
It  is  difficult  to  distinguish  whether  the  member  really  believes  in  the 
benefits  of  the  cooperative  or  v;hether  he  is  particularly  interested  in  ob- 
taining credit.   Over- investment  in  receivables  mr.kes  it  difficult  for  coop- 
eratives to  ccmpete  "vvith  their  conpetitors. 

Inventor;^'-  shortages  may  result  in  loss  of  sales  and  goodv/ilJ.,  but 
usually  prove  less  serious  than  large  inventories.  Huge  inventories  in 
anticipation  of  price  rises  or  increased  sales  have  been  la-iovfli  to  result 
in  heavy  losses,  because  inventories  arc  subject  to  char^^ing  prices,  ;^ji 
unbalfuaccd  inventory  may  possibly  prove  more  han-iful  than  an  over-  or  undf-r- 
expanded  inventory,  A  slow  turnover  of  goods  means  inefficient  use  of  cap- 
ital and  is  a  serious  problem  for  organisations  short  of  working  capital. 
The  cost  of  low  inventor^'  tvrnovcr  includes  not  only  interest  on  the  money 
invested  in  inventories,  but  losses  from  declining  prices,  v.-aste  and  obso- 
lescence. Inefficient  use  of  capital  invested  in  inventories  makes  it  dif- 
ficult for  cooperatives  to  compete  w:lth  their  competitors. 

Cooperatives  frequently  r.iake  over-invcstmonts  in  fi::cd  assets. 
This  is  one  of  the  most  serious  ailments  because  it  is  so  difficult  to  remedy 
The  over-investiuent  usually  occurs  during  prosperous  periods.  The  burden 
of  maintcntmcc  anrl  payment  of  indebtedness  usuallj'-  occurs  during  less  pros- 
perous periods.  In  addition,  th'^re  may  be  o.n  actual  impairment  to  working 
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capital.  Buildings  and  equipment  may  be  assets  with  v;hich  to  operate  a 
business,  but  t'.iey  do  not  pay  bills,   Inves^bment  in  fixed  assets  should 
be  preceded  by  sound  thinlcin^  and  accurate  figuring.   Excessive  investment 
in  plants  and  facilities  makes  it  difficult  for  cooperatives  to  compete 
vrlth   their  competitors. 

Much  attention  has  been  directed  to  the  adequate  provision  of  credit 
facilities  for  cooperatives  and  perhaps  too  little  to  the  actual  need 'for 
and  uses  to  be  made  of  the  credit  by  the  cooperatives,  'While  it  is  import- 
ant that  a  cooperative  have  a  total  capital  investment  adequate  for  the 
normal  needs  of  its  business,  of  equal  importance  are  the  proportions  in 
v/iaich  the  total  is  invested  in  various  assets.  An  unusually  large  percen- 
tage of  the  capital  invested  in  any  one  type  of  assets  itiay 'mean  a  lack  of 
capital  for  other  phases  of  the  business  necessary  to  efficient  operation. 
Unbalanced  investments  in  various  assets  have  an  effect  similar  to  that  of 
insufficient  total  investment. 

The  amount  aiid  distribution  of  the  investment  provides  some  indi-   ■ 
cation  as  to  the  adequacy  of  the  capital  provided  for  operations.  The  pro- 
portions in  which  capital  is  obtained  from  various  sources  provide  some 
indication  as  to  the  soundness  and  adequacy 'of  financing. 

A  satisfactory  relation  between  any  one  source  of  capital  and  total'  , 
investment  may  not  al\mys  moan  that  the  cooperative  is  soundly  financed. 
The  form  of  security  for  the  liabilities  is  important,   Financin";  by  moans 
of  endorsements  of  officers  and  directors  is  fundojftentally  unsound,  Mem- 
bers «  demand  notes  and/or  the  endorsement  of  all  members  on  notes  of  the 
cooperative  are  likevd.se  unsatisfactory,  and  especially  so  if  the  cooper'ative 
fails  to  meet  its  obligations.   There  have  been  cooperatives  w'lich  have 
failed  to  realize  the  degree  of  hazard  attached  to  discounted  and  guaran- 
teed notes;  thci"-  refuse  to  recognize  the?  existence  of  a  contin3cnt  liabil- 
itjr — that  many  of  the  notes  mil  not  be  paid  by  t;he  makers  and  will  have 
to  be  paid  by  the  cooperative,  ■ 

Many  cooperatives  have  been  formed  on  a  non-stock  or  membership  • 
basis  -with  small  original  capital  and  no  provision  for  retains  from  members 
to  amortize  debts  and/or  provide  for  vrorking  capital.  The  formation  of  a 
cooperative  vri.th  this  type  of  capital  structure  usually  receives  little 
thought  or  consideration.   Such  an  association  is  easily  "foraied  and  likewise - 
easily  collapses. 

The  acquisition  of  extensive  facilities  by  a  non-stock  cooperative 
usually  is  financed  on  credit  and  in  addition  large  suias  of  working  capital 
may  be  borrowed;  such  borrovri-ngs  may  ag;regate  many  times  the  amount  "inves- 
ted by  individual  members.   Such  organizations  face  a  severe  test  vihen   hard 
times  come  and  losses  o.ppear.   The  individual  membei^s  -have  nothing  invested  ■ 
in  their'  cooperative  orgojiization.   Since  price  is  their  -.immediate  concern, 
the  usual  procedure  is  to  sell  to  and/or  purchase  froiti  c-ompetitors.   The 
members  apparently  anticipate  that  their  cooperative  should  return  for 
products  and/or  sell  supplies  at  the  prevailing  or  competitive  price,  es- 
tablish adequate  reserves,  pay  interest  on  borrovrad  capital  and  repay 
indebtedness.   Such  expectations  are  absurd.  "  '  ' 
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CGrtificatcs  of  indebtedness  vjith  definite  due  datea  and  interest 
rctes  have  been  too  coinnionly  used  to  provide  vrorkin,';;  co.pital  and  xinancc 
fixed  assets.  The  evils  associated  with  such  are  well  Icnovm.  Organizations 
financed  almost  solely  by  certificates  of  indebtedness  are  built  upon,bor- 
ro-wed  funds.  Such  a  financial  schenc  calls  upon  the  cooperative  to  pay  out 
in  cash  each  year  the  profits  which  were  mace  in  some  previous  year  v/ithout 
any  consideration  whatsoever  as  to  whether  or  not  the  cooperative  has  avail- 
able cash.  A  fixed  rate  of  interest  on  certificates  of  indebtedness  may 
have  the  same  result  as  the  pajonent  of  dividends  when  earnings  are  'nil. 
The  certificate  of  indebtedness  tj'-pc  of  financing,  carjnot  be  improperly 
applied  over  any  long  period  of  time. 

Ordinarily,  fixed  assets  (physical  facilities)  are  financed  by  a 
mortgage  on  the  property.  Working  capital  should  never  bo  used  to  finance 
facilities  if  it  handicaps  a  cooperative  by  restriction  of  working  capital. 
The  fixed  assets  of  many  cooperatives  have  been  financed  by  an  issue  of 
bonds;  mortgage,  ,'';uaranteed  or  debenture.  Hot  all  cooperatives  which  have 
so  financed  their  fixed  assets  have  made  provision  for  the  retirement  of 
such  bonds.   There  is  actually  one  case  v;here  a  cooperative.  e::clianged  an 
issue  of  preferred  stock  (approximately  $100,000)  for  debenture  bonds  in  a 
like  amount  with  definite  due  dates.   Tliis  cooperative,  which  is  nov/  labor- 
ing under  a  heavy  debt  burden  soon  coming  due,  has  made  no  provision  and 
is  making  no  provision  for  meeting  it.   The  organization  is  able  to  return 
to  its  members  a  much  higher  price  than  any  of  its  competitors  pay,  yet 
the  members  are  not  willing  to  forego  any  reduction  in  price  in  order  to 
retire  the  outstanding  bonds.  Fanners  should  not  e::pcct  to  receive  the 
benefits  of  cooperation  viitliout  the  responsibility  of  financing  their  coop- 
erative. 

The  issuance  of  preferred  stock  has  been  another  comrr.on  method 
of  obtaining  funds  for  fixed  investment.   Preferred  stock  may  be  preferred 
in  various  ways  and  usually  carries  a  fixed  dividend  rale  which  may  be 
cumulative  or  non-cumulative.   Such  stock  may  prove  a  serious  handicap  if 
it  carries  ctimulativc  dividends  or  voting  rights  in  case  dividends  are  in 
default.  A  dividend  (cor.Tiaon  or  preferred)  unless  earned,  represents  a 
return  of  capital — the  member  is  not  receiving  a  returii  on  money  invested, 
but  is  actually  liquidating  his  ovm  organization.   The  purchase  of  outstand- 
ing capital  stock  not  only  deprives  the  cooperative  of  working  capital,  but 
also  reduces  net  worth. 

There  is  a  tendency  for  marketing  cooperatives  to  overpay  their 
producers.  This  is  one  vira,y  to  increase  the  volume  of  business  temporarily, 
but  cany  overpa^nnent  on  a  large  volume  soon  plays  hob  vdth  the  organization. 
7?hile  over-payiaents  result  in  larger 'returr.s  to  members,  the  cooperative 
suffers  a  corresponding  loss.   Larger  advances  to  members  than  economic 
market  conditions  justify'-,  final  settla'aent  with  members  prior  to  the  com- 
plete sale  of  products,  advances  to  members  upon  a  competitive  price  basis, 
or  payments  to  members  upon  the  basis  of  what  the  cooperative  hopes  to  bo 
able  to  pay  rather  tloan  upon  the  basis  of  vdiat  is  available  to  pay  are  poor 
policies  for  any  cooperative  to  follow.  Any  one  or  a  combination  of  the 
above  policies  usually  results  in  hoavj'-  financial  losses  vaiich  arc  a  dis- 
credit to  cooperation. 
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The  old  idea  of  selling  goods  at  oost  or  returning  to  the  member 
for  his  products  everj'thing  but  the  minimum  required  to  meet  cash  ex- 
penses is  erroneous  in  that  it  falsely  assumes  that  the  association  will 
alvreiys  come  out  even  in  its  business  operations.   It  deprives  the  cooper- 
ative of  funds  vriLth  which  to  operate  and  to  increase  its  business.  Most 
organizations  which  have  attempted  to  operate  on  this  plan  have  long  since 
ceased  to  operate. 

No  cooperative  can  be  expected  to  operate  effectively  if  it  is 
weakly  and  unsoundly  financed.  Members'  contributions  or  investments 
(net  worth)  are  absolutely  essential  for  the  continued  success  of  a  coop- 
erative. Cooperatives  cannot  borrow  more  recklessly  than  private  business 
enterprises.  Loans  to  finance  unmse  purchasesj  over-extension  of  credit, 
over-advances  to  producers,  or  unvri.se  additions  to  fixed  assets  are  unsound. 

Mr.  F.  W,  Peck,  Director  of  Agricultural  Exteiision,  University,  of  ■.' . 
Minnesota,  recently  commented:   "it  is  as  true  of  a  cooperative  as  of  an 
ostrich  that  if  it  has  its  head  in  the  sand  it  cannot  have  its  ears 
knocked  down.  But  there  are  other  vulnerable  places  av/aiting  a  rather 
svidft  kick,  .  ,  .  ."   Some  cooperatives  have  had  their  heads  in  the  sand 
about  long  enough. 

One  method  of  emphasizing  some  of  the  business  problems  confronting 
cooperatives  is  to  indicate  certain  practices  to  follow  in  order  "not  to 
have  a  successful  cooperative." 

The  year  1935  marked  the  thir-try--eighth  year  of  operation  for  Coop- 
erative "A",  a  purchasing  organization.  During  most  of  this  period,  the 
Cooperative  operated  in  a  fairly  satisfactory  manner.  However,  a  complete 
disregard  for  sound  business  principles  during  recent  years  has  placed  the 
Cooperative  in  a' precarious  financial  condition.   (See  financial  state- 
ment) 

Approximately  four-fifths  of  the  Accounts  Receivable  is  over  one 
year  of  age.  It  is  doubtful  if  more  than  $5,000  of  the  outstanding  ac- 
co\ints  receivable  can  be  collected,  Ilotes  Receivable  v/hich  for  the  most 
part  represents  old  accounts  is  probably  of  no  value.  Total  receivables 
outstanding  are  equivalent  to  118  days'  sales.  No  alloivance  has  been 
established  to  cover  bad  debts.  Each  year  a  relatively  small  a^ouht  of  ' 
uncollectible  accounts  may  be  charged  directly  to  expense.   In  spite  of 
this  condition,  there  is  still  some  credit  extended  to  "old  friends." 
The  Cooperative  follows  the  policy  of  charging  interest  on  all  ledger 
accounts'.   It  does  little  good  to  add  iriterest  to"  old  accounts  vdiich  are 
themselves  uncollectible.  The  sad  part  of  it  all  is  that  while  80  per  cent 
of  the  Cooperative's  feusiness  was  for  cash  and  13  to  14  per  cent  was  sold 
on  credit  -vrfiich  was  collectible,  from  six  to  seven  per  cent  was  given  away 
in  the  form  of  uncollectible  accounts. 

This  organization  is  also  burdened  vri.th  heav;,-  inventories.  The  in- 
ventory consists  of  an  indescribable  hodgepodge  ranging  from  collar  but- 
tons to  tractors.  The  Association  has  enough  horse  halters  to  tie  every 
horse  in  the  state.  There  is  no  evidence  that  any  "hoss  sense"  has  been 
applied  in  the  purchasing  of  supplies.  Large  stocks  wore  purchased  in  '  = 
order  to  effect  savings,  with  little  or  no  thought  of  the  possibilities 
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C00PE2ATIVE  "A" 
(a  Fxirchasin^;  Associc.tion) 


3alancc_  _Shect  as  of  Dcccmbor  51^  1935 
PiO vised  on  Basis  of 


Reported  by  Coop.'s 
Financial  Statements 


Conservative  EstimateE 


AS PETS 
Current  Assets 

Cash 

Accounts  Receivable 

Notes  RcGcivable 

Inventory 

Total  Current  Assets 
Sinking  Fund  -  Cash  ■:  Investments 
Miscellaneous  Assets 
Fixed  Assets 

Deferred  Expense  6:  Supplies 
TOTAL  ASSETS 

LIABILITIES  A!1D  KET  WORTH 
Current  Liabilities 
Accounts  Payable 
Motes  Payable 
Dividends  Payable 
Acci-ued  Expenses 

Total  Current  Liabilities 
Mortgage  Payable 
"riet  Worth 
Capital  Stock 
Sinking  i'und  Reserve 
Surplus 

Total  Hot  Vilorth 
TOTAL  LIABILITIES  Al©  TIET  ?JORTII 


J  17,376 

14,G60 

e,56A 

1,164- 

)  30,7G4 
2,S00 

49,406 
10,247 
_4,0_21 
"63,674 


$17,576 

14,660 

6,5G4 

1,164 

§39,764 
2,900 

49,406 

10,247 

-61,449 

:i;;40,068 


Statement  of  Operations  for  Year  Ended  Dec«  51,  !'•  35 
Reported  by  Coop.' s      Revised  on  Basis  of~' 
Financial  Statements    Conservation  Estiiiiatcs 


Sales 

$116,700 

Cost  of  Sales 

101,546 

Gross  Income 

-l5;i54 

Expenses 

16,268 

Income  from.  Operations 

-   1,114 

Other  Income 

1,3S4 

!Jct  Income 

^-  -280 

s^ll6,700 

101,546 

15,154 

22,507 


7,355 

_ic; 

>,S55 
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of  selling  them.   Perhaps  over- investment  in  inventories  may  best  be  em- 
phasized by  the  average  inventory  turnover  vAich  -was  2.5  times  for  1935, 
This  is  e:ctremely  low. and  indicates  inventories  are  much  too  heavy  and 
are  made  up  of  obsolete  and  miscellaneous  supplies  v/hich  are  slow  movers* 
Some  of  the  directors  are  not  yet  convinced  but  that  the  organization 
■must  carry  everything  imaginable  as  a  convenience  to  its  mombcrs.   To 
justify  the  present  investment  in  inventories,  sales  should  be  four  to 
five  times  the  present  volume.  The  only  vra.y  to  appreciate  the  inventorj"- 
is  to  see  it.  A  conservative  estimate  would  place  the  fair  value  of 
the  inventory  at  a  figure  not  to  exceed  |10,000. 

The  financial  statement  of  the  Cooperative  reports  a  net  working 
capital  of  $42,500.  As  indicated  by  the  revised  balance  sheet,  there  is 
a  net  deficiency  of  vrorking  capital  of  approximately  $19,500. 

The  organization  ovms  eight  chores  of  land  in  addition  to  buildings 
and  equipment  which  appear  to  be  in  fair  condition.  Undoubtedly,  the 
fixed  assets  arc  over-valued  by  from  $3,000  to  $5,000.  No  allovn?.nce  for 
depreciation  has  been  charged  to  expense.  At  the  end  of  the  year,  fixed 
assets  may  be  reduced  and  charged  directly  to  surplus  and  reserves. 

As  would  be  expected,  a  large  portion  of  the  Accounts  Payable  is 
old.  All  the  Notes  Payable  v/ith  the  exception  of  $3,500  due  the  mothcr- 
in-lav/  of  the  president  of  the  organization,  carrj^  .the  personal  endorse- 
ments of  the  directors. 

Dividends  Payable  represents  accumulated  dividends  on  capital  stocki 
This  organization,  formed  in  1896,  has  followed  the  policy  of  paying  div- 
idends on  capital  stock  regardless  of  whether  or  not  earned*  During  the 
period  1929-1935  alone,  had  the  organization  paid  no  dividends,  it  would 
have  been  $20,500  better  off  financially. 

It  is  difficult  to  understand  how  any  organization  could  drift  into 
such  financial  condition  and  yet  have  some  of  its  directors  unable  to 
realize  fully  its  plight.  You  may  wonder  how  the  Springfield  Ban^  for 
Cooperatives  helped  Cooperative  "A."  So  far  as  I  laiow,  it  didn't.  It  was 
suggested  that  the  Cooperative  hold  an  auction,  discontinue  the  handling 
of  a  large  number  of  miscellaneous  items  and  make  certain  other  major 
changes  in  business  methods,,  but  the  Cooperative  continued  by  horse-and- 
huggy  mode  to  follow  the  rgad  with  a  dead  end. 

Purchasing  cooperatives  may  liave  problems,  but  so  do  marketing 
organizations.   Cooperative" '"B"  Is  a' marketing  association' vfhich  lias  been 
sick,  but  appears  to  have  made  some  recovery.   (Sec  financial  statement) 

Cooperative  "E"  needed  more  volume  to  operate  efficiently  and  en- 
deavored to  obtain  this  voliine  by  over-payments  to  producers.  During  the 
years  1930-1931,  sizable  over-payments  were  made  and  considerablo  gain  in 
volume  of  business  vra.s  experienced;  but  vjhen  it  became 'necessary  to  under- 
pay in  order  to  reduce  indebtedness,  the  avora  ;e  number  of  patrons  de- 
clined from  350  to  160.  Volume  declined  not  only  to  its  former  level,,  but 
inconceivable  as  it  may  seem,  to  a  point  -where  it  was  insufficient  to 
cany  overhead.   Those  who  shared  in  the  over- payments  vrorc  not  \-dlling 
to  share  in  the  under-paj.anents.  This  resulted  in  many  injustices. 
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COOPERATIVE  "B" 
(A  'Jarlceting  Association) 


Ba  1  anc e  Sheets   as   of  S ept._  50 , 

ASSETS 

"  Current  Assets 

Cash  ^         t-       C33  $   1,217 

Accounts  Receivable  '          13,745  1S,C'55 

Notes  RccoiTdblo  2,522  513 

Endorsed  i';  Guaranteed  Notes  24,884  000 

Inventory  '^j^^^  ?,5-!!6 

Total  Current  Assets  ■^,7'4"6  |10,6lS 

Miscellaneous  Assets  000  1,600 

Fixed  Assets  40,406  36,407 

Deferred  Expense  c:  Supplies  4,645  3,774 

Deferred  Notes  Receivable  _000  6_,725 

TOT/L  ASSETS  W^s^^l  1^69, 522 


LIABILITIES  AND  NET  YJORTII 
Current  Liabilities 

Accounts  Payable  $11,856                 0  6,520 

Notes  Payable  8,780                  2,500 

Certificates  of  Indebtedness  5,891                    803 
Notes  Endorsed  and  Guaranteed 

(Less  cash  &  securities  pledged)  16,895                    000 

Accrued  Expense  G_65                    470 

Total  Current  Liabilities  ■42 ,""287"                 10,299 

Fixed  Liabilities  000                 21,426 

Reserve  for  Contingencies  000                  2,299 

Net  Worth 

Capital   Stock  55,380                                           38,760 

Certificates   of  Pitca-cst  000                                              1,379 

Surplus  - 1>^:22                                -  ^^1^ 

Total  Net  Worth  I'^il^lO                 "^h^^i 

TOTAL  LIABILITIES  MP   NET  WORTH  ^^jj^^                                        ''^ll'I^ 

Relative  Prices  Returned  Producers  and  Volunc  of  Business 
19ol-l&36  ~ 

1951  _ip32   1955   1954  l£ob      1956 
Price  Returned  Producers  Ex- 
pressed as  Ratio  to  Average 

price  for  state.  120    95    86    86   100   105 

Average  Number  Producers 

Delivering  Products  250   350   225   130   IGO   170 

Volume  of  Product  Delivered  to 

Coop.  (  Thousand  Units)  205   390   240   194   144   164 
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During  the  period  -when  losses  occiirred,  the  situation  vra.s  made  worse 
by  the  extension  of  more  credit  to  the  organization  instead  of  really 
getting  at  the  root  of  the  trouble,  with  the  result  that  Cooperative  "B" 
vrorked  itself  further  and  further  into  debt  and  its  finances  becaino  more 
tangled  and  involved,  Wien  the  volume  of  products  delivered  by  members 
reached  such  low  levels  it  was  necessary  for  the  Cooperative  to  make  open 
market  purchases  in  order  to  supply  its  wholesale  outlets.  ITo  profit  was 
made  on  such  transactions.  As  a  matter  of  fact,  all  the  handling  cloarges 
in  connection  therewith  vrore  donated* 

Cooperative  "B"  refused  to  recognize  any  liability  in  connection 
with  its  endorsement  and  guarantee  of  notes,  and  continued  not  to  recognize 
the  e::istence  of  liability  until  it  was  called  upon  to  make  good  on  such 
notes.   This  Cooperative  also  had  unfortunate  experience  v/ith  certificates 
of  indebtedness.   It  wss   guilty  of  attempting  to  finance  fixed  assets  from 
current  working  capital  which  necessitated  heavy  deductions  from  patrons. 

The  membership,  directors,  and  manager  have  had  peculiar  relation- 
ships* During  the  earlier  years,  the  manager  did  all  of  the  directing, 
A  complete  reversal  of  this  is  now  in  effect — the  directors  are  doing  all 
of  the  managing,  Heither  arrangement  is  good. 

In  1932,  this  organisation  vra.s  so  deep  in  the  vroods  tliat  there  was 
little  hope  that  it  could  work  its  vra.y  out.   During  the  past  two  years, 
changes  have  been  effected  involving 'a  complete  reorganization  of  capital 
structure:   current  liabilities  were  refinanced  on  a  long-term  basis;  the 
liability  of  endorsed  and  guaranteed  notes  was  eliminated  (this  called  for. 
actual  pajrment  of  a ' large  portion  of  the  notes  by  the  cooperative)}  and 
certificates  of  interest,  non-maturing,  non-voting  and  non- interest  bearing, 
were  substituted  for  certificates  of  indebtedness.   In  addition,  the  organ- 
ication  is  charging  more  nearly  adequate  reserves  for  bad-debt  losses  and 
for  depreciation.  . In  short,  there  has  been  much  more  improvement  than  in- 
dicated by  the  comparative  balance  sheets.   It  now  looks  as  though  the  or- 
ganization may  have 'a  fifty-fifty  chance  of  working-  out  of  its  difficulties-,- 

In  contrast  to  these  two  examples  of  "how  not  to  be  successful," 
and  for  those  survivors  of  the  "economic  ciash  and  aftermath''  who  have  not 
come  to  think  in  negative  tenns,  I  direct  your  attention  to  Cooperative  "C." 
(See  financial  statemen.t) 

By  1SS4,  a  once  thriving  and  prosperous  grape-grovdng  section  was 
paralyzed  and  prostrate  as  a  result  of  nine  consecutive  years  of  unfavor- 
able prices  for  grapes.  One  last  effort  was  made— a  group  of  grape-growers 
vri. th  the  sympa-fehy  and  encouragement  of  some  of  the  local  business  men  and 
bankers  organized  a  cooperative,  raised  vf46,000  in  capital  and  purchased  for 
$150,000  a  largo,  plant  well  equipped  for  almost  every  conceivable  process- 
ing operation.  '  The  seller  of  the  plant  financed  |;15,000  of  the  purchase 
price  on  a  second  mortgage.   Tiie  Springfield  Bo..nk  for  Cooperatives  loaned 
$93,000. 

There  is  no  secret  why  the  local  business  men  and  bankers  viere 
friendly  toward  this  project-- it  vra.s  a  purely  selfish  motive;  they  vdshed 
to  improve  the  economic  status  of  their  rural  coi-rrajnity,  _ 
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COOPZrATTVT.   "C' 
(A  I.Iarketing  Organization) 


Balance   Sheet  as   oi'  Apr_il  j:0,    1G_57 
ASSETS 
Current  Assets 
Cash 

Accounts   ReceiArable 
Less   allovira.nce   for  bad  debts 

Inventory 

Total  Current  Assets 
Investment 

Miscellaneous  Assets 
Fixed  Assets 

Less  allovm.nce  for  depreciation 
Deferred  Expense  and  Su^^plics 
TOTAL  ASSETS 

LIABILITIES  Al'ID  liET  YiORTll 
Current  Liabilities 
Ac c ount s  I'ayab  1  c 
Ilotcs  Payable  -  S.  B.  C. 
Acorued  Expsnccs 

Total  Current  Liabilities 
Ilort^ago  Payable  -  S.  B.  C. 
Reserve  for  Contingencies 
Ilet  Worth 

Capital  Stock 
Undistributed  Proceeds 
Total  ITct  YiTorth 
TOTAL  LIABILITIES  MD  I\fET  ffORTTi 

I -'-J  Final  advancoc  to  grovirors  for  193G  crop  have  not  yet  been  inadc, 

Results  of  1955  and  1916  Crops 
Final  Results  Estianated  Result's 
_of  1935  Pack    of  193G  Paclr-!: 

Inc  oiae : 
"Sales  C'218,582  $132,798 


$     4,651 

20,229 

750 

U74T9 

140,273 

i;il64,503 

4,800 

129 

166,417 

14,070 

152,338 

2,967 

^•324:;757 

A 

V         ■■  ; 

5,059 

95,740 

_279 

$101,073 

95,000 

2,024 

51,750 

74,085   (1) 

126,635   (1) 

f^-E;  ■ 



9218 

582 

172 

153 

715 
557 

Inventory  ^jlp^                         140,575 
Total  Income  1270,715          $273,171 
Expenses  172,557          158,742 
E::cess  Income  over  Expenses  98,358          114,429 
Other  Inc  one  824          _  ^j|_5iSe  (1) 
Total  Available  for  pjnut,  to  Pro- 
ducers, Work.  Capt.,  c-   Debt  Anort.  99,182          125,017 
Distributions  to  GroY/ers  77,548           6£,967  (2) 
Ant.  Remaining  for  Est.  of  "fork. 

Cap»  Roserves  :;  Debt  Amort. '■,   21_, 854         C^_5,050(2) 

*Ba~ed  upon  Re'ports  o.s  "oF  April  50,  1957. 

(1)  Includes  Outside  Processing  Income  v>8,367. 

(2)  Final  advances  to  '^ro^vers  have  not  yot  been  made. 
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The  Cooperative  processed  and  packed  a  high  quality  product  and 
sales'  were  made  in  3S  states  during  the  first  year.   The  organization,  as 
a  result  of  the  first  year's  operation,  had  an  excess  income  oi-er  expenses 
of  v99,000.   Of  this  amount,  a  total  of  §77,000  ivas  distributed  to  groovers 
in  cash  (producers  receiving  the  "going  price"  for  their  product)  and  the 
rems.ining  $22,000  available  for  distribution  was  distributed  to  growers  in 
the  form  of  certificates  of  interest  which  were  non-iTiaturing,  non-voting, 
and  non-interest  bearing.   In  other  words,  $22,000  was  retained  in  the  bu- 
siness and  used  for  working  capital  and  amortization  of  debts.  The  cer- 
tifipates  of  interest  represent  the  proportionate  share  (according  to 
volume  of  products  marketed)  which  each  grower  had  contributed  to\mrd  the 
ownership  of  the  business. 

This  past  year  (1936  crop)  the  cooperative  not  only  paid  the  "going 
price"  to  growers,  but  actually  established  the  "going  price"  for  the  area. 
In  addition,  it  is  expected  that  approximately  §15,000  to'  $20,000  will  be 
retained  in  the  business,  the  same  as  last  year",  for  which  certificates 
of  interest  will  be  issued.  If  the  cooperative  enjoys  four  or  five  years 
of'  continued  successful  operations  under  sound  business  management,  it 
will  own  its  property  free  and  clear  of  debt.  Then  it  will  be  ready  to 
start  rotating  its  certificates  of  interest  with  any  funds  mthJicld  from 
the  net  proceeds  which  are  not  needed  for  workin^  capital  and  expansion 
of  the  business.  Such  funds,  for  which  new  certificates  of  interest  mil 
be  issued,  will  be  used  to  retire  the  oldest  outstanding  certificates  of 
interest.  This  does  not  mean  that  the  cooperative  never  gets  out  of  debt. 
It  means  that  the  cooperative  is  out  of  debt  and  that  it  has  merely  dos- 
nigated  the  ovmers  of  the  business.  Such  a  plan  laas  the  advanta:jc  that 
those  v/ho  use  the  cooperative  ovm.  and  finance  it.   This  is  c.s  it  should 
be.   It  is  invigorating  to  review  such  successful  cooperative  effort. 

It  IS  impossible  to  def;^,'-  the  fundamental  principles  of  business 
finance  and  establish  a  sound  and  pemianont  business. 

There  are  many  classes  of  cooperaters  ranging  from  those  who  recog- 
nize and  execute  the  fundamental  principles  of  business  finance  to  those 
wiio  ignore  or  waive  the  sound  principles  of  business  finance.  One  group 
of  individuals  may  be  classified  as  "v.dse  cooperaters"  who  laiov;  -.roll  that 
the  conditions  which  existed  before  the  cooperative  came  into  existence 
will  again  return  if  the  cooperative  should  cease  to  operate.  This  group 
realizes  that  a  cooperative  requires  the  sarac  relative  amount  of  capital 
to  operate  a  business  as  does  a  private  corporation  operating  a  similiir 
business  and  that  a  financial  structure  in  T.iiich  members  have  a  substantial 
financial  investment  is  essential.   Included  in  this  group  arc  individuals 
who  liko  to  be  associated  with  organizations  which  arc  soundly  and  adequate- 
ly financed  and  v.hich  are  efficiently  operated. 

There  is  a  second  group  of  individuals  v-rho  thini:  that  coojoratives 
(so-called  "non-profit"  associations)  require  relatively  liLtlc  capital 
regardless  of  the  type  of  operation.   Included  in  this  number  are  those 
who  arc  unwilling  to  share  any  of  the  financial  responsibilities  and  think 
that  their  cooperative  should  borrow  for  all  capital  needs.   If  the  coop- 
erative is  able  to  return  competitive  prices  or  more  and  sell  at  competi- 
tive prices  or  less,  the  mcmjcrs  rem^iin  reasonably  vrcll  satisfied. 
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Another  jroup  of  individuals  mth  optimictic  vision  partially 
reco:';nizes  that  a  cooperative  requir^-s  capital  to  operate  a  bucinoGG*   This 
[jroup  is  perfectly  vrillinc  to  make  moderate  original  capital  investaents, 
but  at  the  sane  time,  this  group  expects  unreasonable  gains  to  accrue  through 
higher  returns  for  products  and/or  lower  costs  for  supplies.   In  other  irords, 
the  cooperative  scai-coly  operates  before  the  members  begin  to  drain  it  in 
the  foi-n  of  over-payments  for  products  or  inadequate  operating  margins  on 
the  sale  of  supplies.   In  addition,  some  of  these  members  may  vri.sh  to  speed 
up  the  liquidation  process  and  demand  interest  on  their  original  investment. 

There  is  a  fourth  group  of  so-called  cooporators — those  indivi- 
duals %'vho  vd.sh  to  "take"  before  they  "put'  .   This  group  has  the  undesirable 
characteristics  of  the  last  two  groups.  The  so-called  cooperator  is  un- 
willing to  mD.kc  any  original  investment  or  share  in  the  iinancial  responsi- 
bilities, but  expects  the  cooporahive  to  overpay  him  for  the  products  that 
he  sells;  and  he,  at  the  sane  time,  expects  to  underpay  the  cooperative  for 
the  supplies  ho  buys  of  it.  The  member  -vvI-lo  has  nothing  invested  in  the 
cooperative,  drains  the  cooperative,  and  then  condemns  it,  is  more  danger- 
ous than  the  cooperative's  bitterest  compotitor.   It  is  too  bad  tliat  all 
such  individuals  can't  be  members  of  one  and  the  saiue  orgaiiization. 
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The  Kaine  potato   inclustrj'-  has -always  been  pointed   out  by  many 
people   interested,  more  pai-ticularly  perhaps  by  persons   not  actively 
engaged   in  the  deal,  as   an  ideal   set-up   for  cooperativ.e  marketing  ac- 
tively.     Naturally,  as    is  the   case   of  an  area  of  concentrL^ted   production 
such  as  we  find   in  Aroostook  County  and   other  sections   of  the  State 
where  potatoes  are   gro-.vn  on  a   conmercial  scale,  v/e   find' many  problems 
cre-eping  into  the   irdustry  and  periods   of  adversity  as  well  as   periods   of 
prosperity.      Particularly  during  these  periods    of  adversity,   many  people 
have  been  ready  to  point  the  finger  of   criticism  at  the   potato   growers 
of  the  State   and   say' that   they  deserve  no  .sympathy   in  that  they  have   an 
opportunity   of  helping  themselves  through  cooperative  marketing ' activi- 
ties  and  yet  they  have  not   taken  advantage   of  the • opportunity   because- 
they   vrere  too   independent.      In  many   respects   the  potato  deal  of  Mainej, 
v/ith  particular  reference  to  that   concentrated  area  of •  potato  production 
in  Aroostook  County,   presents   an  exceptionally   attractive   set-up   for 
cooperative  marketing  activity,     \"c   have  here  a   group  of  people  to  all 
prabtical  purposes  intorestod   in  one   industry,     V;'e  liave  a  small  area  vath 
one   crop- being  not   only  the  dominating   source  of  income,   but  practically 
the  oniy   source  of  income   and  a  concentrated  production.     YiTaen  you  con- 
sider that  the  State   of  Maine  produc-es  between  40,000  and   60,000   cars   of 
potatoes   a  year,    of  which  better  than  80  per  cent  arc   shipped   out   of 
Aroostook  County,  you  can\understand  that,  production  of  this    crop  is  very 
much  concentrated.      Therefore,   in  these  respects  the  potato   industry  in 
Maine  presents,  a  very  attra,ctivQ' picture  for  cooperative  activity, 

Hov/Gver,  viien  we   study  gome   of  the  fundamental  principles   of 
cooperative   endeavor,  we   learn  that  these  factors   are  very  desirable  and 
fundam.ental,  but   that   i-n  addition  to  this  we  have   other  factors  dcsirublo 
p.nd  necessary.  .  Probably  one  factor  playing  as  great  a  part  as  any  other 
is   that   of  the  spiri.t   of   cooperation  on  the.  part   of  the  people   in  the 
area  and  a  belief  and  desire   for  a   cooperative   organization,      It   is  rx/ 
reaction  that  the   people   of  Aroostook  County  have  alvreiys'  believed,  in  the 
theory  and  the   essential  -principles   of   cooperation,  but   it   vjould   seem 
that  at  times   in  the^ past  wo  have  not   had  too  great  a  desire   on  the  nart 
of  the  growers. 

It   is  true  that  the  potato   grovrors   are  "more  or   loss    i'hdepcndcnt 
and  may  easily  be  classified   as   individualists.      Kovrever,   I   cannot  help 
but   feel  that  they  are  not  individualists   to  the   extent   that  they  vjould 
allov;  individualism  to   stand  in  the  v.'ay   of  an  increased   income   or  better 
conditions   in  their  business',  '    Potato   growers   of  the  State  of  Maine  are 
too  good  business  men  and  have  too  much  ability  to  follow  the   spirit   of 
independence  that  far.      It  may  .he  'thr.t  they  were   justified  in  their 
hesitancy  vdth  cooperative  marketing*     'vVe'  all  knoy^  that   of  the  various 
programs   that  have  been  started   in  tho   state  there  may  have  been  features 
that  v;ere  not  desirable  .and  that  pos'sibly  they  vrcre  not   just  as  they   should 
'have  been.     T.Tiatevcr  the   case,  tho   situation  that  we   have   found  in  the  past 
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is  tliat   of  an  ideal   set-up   for  cooperative   endeavor   in  niany    respects,  yet 
on  the  other  hand  because   of  the  psychological  reaction  and   the  opinions 
of  grovrers  thenselves  it  has  been  difficult  to  advance  in  this  raovexnent, 
As  rdght  naturally  be  expected  there  has  been  a  n\im.ber  of  cooperative 
marketing  organizations    started   in  the   past   enjoying  vaiying  degrees   of 
success,   but   after  varying  periods    of   life  discontinued  to  operate-.     VJe 
night  nane  these   groups  Lriefly. 

Probably  the  first   attempt   at   cooperative  r.iarketing  of  potatoes 
was  that   of  one  Elisha  E.   parldiurst   of  Presque   Isle  ivho,  v;orking   for  a 
group  of  grov/ers   in  the   county,   endeavored   to   set   up  an  organization  for 
the   carlot  distribution   of    seed   in  the   South.      This    organization  was 
started   in  connection  vdth  the  Grange  and   operated  quite   successfully    for 
sone  tir.e. 

Prob:^bly  the  next   v;ork  in  cooperative  inarketing   ivas  done  by  the 
Federation  of   Ferrers  when  thcA-   foraod   a  nunbor   of  local   units    for  the 
marketing   of  potatoes.      They  wore   quite   successful   and  contributed   some 
vorj-'  fundamental  points  to  the   cooporetive  novenont  but   they  too  dis- 
continued  after  a   short  period   of  tine. 

Of  course,   the   outstanding   cxar.iplc   of  nn  attonpt   to  organize  the 
potato  growers   of  tlie   state    is  that   of  the  old   feino  Potato  Growers' 
Exchxinge   forncd   in  1923-;-'4.      This,   a  Shapiro  type   organization,  •was    fomcd 
as   was   the   case   of  noL:t   organizations   under  his   guidance:   nanely,  the 
carrying   on  of  a  wliirlvdnd   cai.ipaign     v.'hercbj'-  the   organization  signed   up 
the   entire  productio?i  of  the  najoricy   of   the  growers   in  the   county  binding 
them  to  a   strict,    strong,   legal   contract.      This    organisation,    if  it   did 
nothing  else,   certainly  nade  the  potato  grovrors   of  tlic    state,   as   a  roattcr 
of   fact,   practically   eveiybody   in  the   state,   ccnscious   of   cooperative 
iri£.rkcting  and  the  cooperative  r.iarkoting  of  potatoes.      It   operc.tcd   for  two 
years  and  then  discontinued   operation. 

The  next  attenpt  to   organize  potato   rroi/ers   probably  did  not 
cone   until  Jvme   8,    1932  v±ien  I'aine  Potato   Grov/crs,    Inc.,  "ra.s   organized, 
v;hich  organization  is   operating  at  the  present  tine.      Here  about  I,;aino 
Potato  Growers,   Inc.,    later  I 

Another  very  definite   step  in  cooperative  ix.rketing  activity 
was  the  progran  carried   on  in  1935-36  bj/   the  A.P.C.A.   v^ioreby  they  n£.rket- 
ed   10,000  carloads   of  potatoes   for  their  ir.oribors .     A  little   latL-r  on  the 
progran,   I  believe  LIr.   i'.'i'r.-i"ord   is   going  to  give  an  analysis   of  the  work 
carried   on  by  this  organization, 

Lirvny  tines  when  vxi   start  to  discuss   cooperative  n^^irketing  of 
potatoes,   pc rticularly  in  Aroostook  County,   the  critics   of  such  activity 
and  ncvonent  will  point  to  these  various  attonpts  to  forn  an  ideal 
cooperative   organization  as   failures.      They  point  fingers   of  criticisi::  at 
t}ie  work  done  by   these  organizations   and  use  that  as   justification  for 
their  statoncnt  that   it   is   inpossiblo  to   obtain  any  very  beneficial 
results   fror.  cooperative  narkoting.      Critics  torn  the  activities   of  these 
organizations  wlio  lio.vc   ceased  to  operate   as  failures.      Failures?     '.Veil, 
I  douty  it.     Go  back  over  tlie  v/ork  of  these   organizations   and  you  vail 
find  tb.at  although   like   any   organisation,   oonr.-j^rcir.l   or  cooperative  and 
1-1.,    ,..„  -i-^H-i.vidual   thov  i--,vo  nade  nistakcis.      Yet  at  the   cc.^v  tine  they 
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For  example,  the  Maine  Potcto  Grov;ers«   Exchange  probably   cited 
as  the  most   outstanding  reason  for  saying  that   cooperatives  ivill   not  work 
in  the  potato  industry',  yet  thr.t  organisation  took  the   lead   in  grading, 
p-acking  and  branding,  and   started  the  novemont   in  this  direction  which    ■ 
has  been  carried   out   since  that  time   in  the 'potato   industrj'-  and  wliich  now 
results    in  the  activities   of  the   growers  themselves   in  forming  this 
advertising  progra.m  just  explained  to  you  by  Comnissionor  ""iTashburn.     Yfas 
tluit   a  failure?      Then  tooj   that   same   organization  ivas   instrumental   and 
responsible   for  the   refrigerator  cars   viiich  have   saved  the  potato  *rov/ers 
of  the   state  thousands   of  dollars.      I.'aybc   it   failed,      "e   doubt   it. 

Take  the  Aroostook  Production  Credit  program  vidiich  was   subject 
•to   considcrablo   criticism.     After  you  gentlemen  have   gone   over  the 
records  v/hich  I.ir.   LIumford   is  to  present  to  you,   I  believe  that  you  vail 
term,  the   activities,  of  that   organization  anything  but  a  failure. 

However,   it   is, true   that  these   organizations   discontinued 
operation.      It   is  true  that  all   cooporativo   organizations  have  some    ' 
criticism,   justified  and  unjustified  levied  at  them,   .  Y-liat  points  do  ivc 
find  as  being   the  points   that   rccej.vc  the  greatest  amouiit   of  criticism? 
I   loavo  listed   sorio   of  them  which  have   received   a  g-rc.at.  deal    of  criticism 
and  which  nay.be  points    for  a  coopcr.r.tivo  to   avoid,  ,or  at   least  they  are 
problems  to  be  recognized  as    such. 

First,  wo  have   th>-.t   factor  that  has  been  used   by  most   of  these 
cooperatives'  of  a   legal,    strict  a:id.     biriding  contract.      It   h^s   seemed   in 
the  past  that  these   organizations   having;  the   strictest    contracts,  the 
longest  and  the  most  binding  have  been,  the  organizations  to   operrite  the 
shortest   space  of  time  and  the   organizations  to  have  t]icir  contracts 
broken  the  most.      Coopero.tive   endeavor   of  crsy  kind,  can  be  based   on  only 
one   principle:   namely,  voluntary'  membership.      If 'the   cooperative  does   the 
job   and  is  rendering  a  service  they  do  not   need  a.  binding   contract.      If 
they  do  not   do  the  job,   at   least  vd-th  the  potato  grovrors   of  .L'aine,   they 
will  Mot  obtain  the  tonnr'.go  no  matter  hov;  strong  or  how  binding  the 
contract. 

Another  point  which   I  bQliove.  enters   into  the  consideration  is 
that   of  the  delivery   of  thjo   potatoes,-     IJost   of  these   organizations,   I 
believe  v/ith  the  exception  of  liaine  potato  Growers,   Inc.,   have  takerii  dol- 
iveiy   of  the  product  at  the  , warehouse ,  the  cooperativo  taking  the 
responsibility   of  grading,  packing  r^id   loading,      Liaine  Potato  Grov.-ers,   Inc., 
does  not  do  that,  yet  if  you  asked -mo  ,v/hy  they,  do  not  do   ii;,  probably 
because  of  having  lived  in  Aroostook  County  most  of  r.y  life,.  I  vrould  find 
it  difficult  to  answer  offhand.      Yet,   it   is    one   point  whdch  .wo  have   avoided 
and 'Which  I  believe   is   deserving  of  a  great  deal   of  considaration  and  merit. 
If  the  potatoes   are   taken  at  the  Y;r,.rohoucQ   or  at  the  field   it  means  that 
the  cooperative  and  not  the  grcvrer  has   to   do  the -work  of  packing,   grading, 
and   loading.      Thus,   I   believe   in  doing  thict  wc   are  violating  one   principle 
of  liiich  wc  must  not   lose. sight;     namely,,  that  the  grov/er  should  do  every- 
thing tliat  it  is   possible   for  him  to  do   to"'.,T.rds  the -r.t~rketing   of  his    crop. 
If  a  potato  grower  has   its   cooperative  doing  this  work  it.mjay  mean  that 
'he;  his   son,   and  possibly  his  hired  nan  are  more  or  less   idle,  thus 
producing  a   cost  v.'hich  there   is  no  need   for  hiia  to   stand  aaid  producing 
an  expense  that  ho   could  do  him-self  more   cfficipntly.      Then  too,  the   fact 
that   a  potato   is  a  commodity  not  easily  identified   lends   itself  to  problems 
and  questionable  practices   in  the -ix;  rehouse,   .The  warclicv.sing  cf  potatoes   is 
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confro?ited  by  many  problems   that   need  the   supervision,    overseeing  and 
responsibility  of  tlie   individual  {-rower  rather  than  a  hired  man  through 
the  inediur.i  of  his    cooperative,     Y.ith  our  branding   lav>r,   inspection  service 
and  requirements   by  the   cooperative   on  individual  brands,   v/c  may  easily 
obtain  a  proi.iiun  pack  and   a  uniform  pack  -without  having  our  ov/n  crew  doing 
the  v.Tork,      In  th.e   last   ar^alysis  -vmrohousing   can  be   done   cheaper  by  tiie 
grovror,   and  if  it   is   dene  by  the  cocporativo,   it   cannot  help  but   increase 
overhead  costs. 

Another  point  v/hich  has    received  untold  criticism,   corainonts, 
and  discussion  is   that   of  pooling.      I  believe  at  th.e  present  time   in  the 
state,  possibly  more  in  Aroostook  County,   the   potato   gro\;ers   arc   definite- 
ly committed  to  a  policy   of  not  pooling.      They  do  not   like  pooling  and 
it  seems   practically  impossible  to  sell  them  the  idea,     T.'e  and  they 
recognize  the  benefits   of  pooling,   at  the   same  tir.ie ,  they  recognise  and 
we  should   recognize  th^c  disadvantages   cf  pooling,      I  ivculd  just   raise   cnc 
question  in  this  connection,      possibly  those  growers  v/ho   object  to  pooling 
may  be  m.ore  nearly   correct   in  thoir  analysis   t]ian  arc   some   of  us   v.^ho  ray 
have  been  recorcmcnding   such  a  practice.     At   least,   bofcro  taking  a     biased 
stand  in  cither  direction  I   should   like  to   occ  the  advc-iitagcs  and   dis- 
advantages  cf  pooling  vroighod   carefully  and   i-nake   sure  that  the  advantages 
outv.'oigh  the  disadvantages.      Then  too,    I   believe  we  nt-.st  not   lose  sight   of 
the  fact  that  the   pooling  cf  poti-toes   is   going  against  human  nature,   in 
tliat  evcrj)-  potato  grower   in  Aroostook  County,   in  the  State  of  2.'aine,   in 
the  United   States,   or  for  that  matter,  the  vmole  world,  considers  that  his 
crop   of  potatoes   is  the  best  quality  ever  produced   and  v/ho   can  mai:c  him 
believe   othorv.dse?      Thr.t   is   only  human  nature,  but   it  presents  a  problem 
v/hen  you  endeavor  to  pool  that  man's   superior  product   with  the   inferior 
product   of  his   neighbor. 

The  next   point  that  has   been  under  considerable  comr,iont   in 
ccnncction  with  cooperative  activity  is  thr.t   of  overhead,      I  believe   that 
possibly  some   of  this   criticism,  cf  overhead  has  been  justified,  v<hich 
brings  us  back  to  the  thought  brought  up  a  fcv.-  minutes  ago  that  the 
individual  grov/er  should  do   evci^'-thing  tlir.t  he   can  do  himself  because  he 
can  dc   it  more   efficiently  and   cheaper.      If  the  cooperative  takes  awe.y 
his   right   in  this   connection  they  must   expect  to  have   overhead.     Also, 
a  great  deal   of  the  criticism,  cf  overhead  has   come   from  the  outside   aiid   is 
net  justified.      Com.petitorG   and   business   men,   groi/ers  and  for  a  matter  of 
fact  everyone,  will  criticize  a  ceoporc.tive  for  carrying  too  much  overhead 
vd:cn  it  is   entirely  possible  that  those   individuals    rui:.  their  ovm  personal 
business  with  m.cre   overhead,   inefficiency,  and  mere  needless   expense  than 
the   cooperative.      Yet  because   it   is   a  cccporative  they  believe  it   is   a 
coiTJT.on  point  tliat  they  riust   criticise  irhetlKT   it   is   justified  or  not. 

Along  vdth  this   point   cf  overhead  and   criticis;.'.  cf  the  cocperativoj 
particularly  the  potato  cooperative,  ito   can_nct   lose   sight  cf  the   criticism 
of  competitors   cr  the  methods   employed  by  them.      If  the  cooperative  is 
cxittir.g   into  the  business   and  profits   of  a   competitive  cca-ir.iercial 
dealer,  r-r.turally  that  dealer  will  criticize  and  try  to  undcrrdnc  that 
cooperative,     V.'e  have  in  cur  m.er.ibership  one  mcx.  outstcjiding  for  his  keen- 
ness and  ability  to  read  human  nature  v;ho  always   cautions  the  Association 
tc  watch  its  competitors.     It  is  true  v^aethor  the  competitor  bo  cooperative 
or  ccmnercial,   any   organization  r.ust  recogniiio  that  they   do  not  have  the 
ansv.-cr  to  all  the  problems,  that  they  dc  not  }iavc  a  mortgage  en  all 
ability  v.rd  that   th.ey  can  easily  take   lessens   and  obtain  benefits  by 
keeping  in  step  v/i.th  thi.eir  competitors.      In  speaking  cf  criticism  from 
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the   outside,  we  naturally  nust   consider  the  iveapon  for  combating  such 
activity  vjhich  purely  and   sinply  is  that   of 'having   a  v/cll   informed 
nenbership.      The  nenbers   of  every   cooperative   organization  that   I   have 
ever  had  any  contact  vdth  have  been  well   informed.      The  only  trouble   is 
sone  of  those   organizations  that  had  difficulty   found  tliat  their 
neiiiborship  \vas    informed  mth  the   vrrong  ideas  that  wore   presented  to 
then  by  someone  on  the  outside  not  loiowing  anything  about  the  situation. 
They  have   found  thr.t   the   educational  vrork  being  done  by   someone  else  \ms 
destructive   ratlier  than  constructive.      Any  member  is   going  to  be  in- 
formed concerning  his  cooperative.      If  he  can  get  that   information  and 
if  he  has    it   available  to   him.  at  all  times   and  placed  before  him  he  vail 
use  the   information  obtained   by   his   cooperative  and  bo   guided  by  it,   but 
if  he  cannot  obtain  that   information  through  his   cooperative  he  will 
obtain  it   somev/hero   else.     Any  organization  must  watch  out   for  the   in- 
formation tliat   comes  to  the  grower  tlirough  the  grapevine  telegraph. 

I   have   tried   to   give  you  in  a   general  brief  v;ay  the   set-up   of  ihc 
potato   industry   of  the   state  and  of  the  various    cooperative  attempts  that 
have   been  made   in  the  past  and   in  referring  to  those   attempts,   I  mentioned 
the    fact  that   one   organization  vrcis   still   operating:   namely,   Maine 
Potato  Grov;ers ,   Inc.,   organized  June   8,   1932,      This   organization,  comang 
a   fcv/  years  after  some  of  the    other  associations  had  discontinued,   profited 
by  the   experiences   cf  these  former  organizations  and  built  their  program 
to  avoid    seme   of  these  points    of  criticism..      In  the  beginning  the 
organization  adopted   one  fundaiaental  principle  v;hich  has   stood   it   in  very 
good   stead:   namely,  that   it  T/as   form.ed  by,   and  membership  v/as   restricted 
to,  the  outstanding  growers   in  the   state.     These  gro-.vers,  being 
outstanding  and   successful,   v/ere   farsight'ed  enough  to   realize  that  their 
organization  vrould  not  be   100  per  cent,  but  that  at   the    sam.e   time   even 
though   it  v;ere  not   perfect,  that   it   could  be   of  untold  benefit  to  them. 
They  believed   in  eooperativo  endeavor.      They  Icnew  of  its'  possibilities 
and    cf   its   limitations   and  they   v/ere  vailing  to   go  along  v;ith  the   organiza- 
tion to  build  an  association  that  could  definitely  benefit  themselves  and 
their  neighbors,     Maine  Potato  Grovrors,   Inc.,  vreis   originally  formed  as  a 
federation  of  locals,      Hovrevcr,   as   time   developed   indications  pointed   to 
the  fact  that  the   potato   industry   of  the   state  vrtxs  more  adaptqd  to 
centralized  type   unit,  and  therefore,   over  a  period  of  years   the   organi- 
zation has  been  gradually  consolidated   into   a  centralized  type,      I  would 
like  to  explain  in  a  brief  \my  the  set-up  and  metho,d  of  operation  of 
this  association,  ' 

Maine   Potato  Grov/ers,   Inc.,   vvr>s   organized  and  committed  to'  the 
fundamental  purpose   of  providing  a  means    for  potato  growers   of  the   state 
to  market  their  potatoes  better  and  more  efficiently  and  to   obtain  a  means 
vdicreby   the   grov.'er   could  mr^rket  his   crop  direct 'to  tcrm.inal  markets   and 
obtain  the   actual   returns   from  the   crop.      In   simple  vrords,   it  vjas   set  up 
to  perform  essentially   a  mxirkoting  sales    service.      Thinking   of  the  difficulty 
of  some   of  the   other  cooperatives  with  binding  contracts,   the  association 
v/as  developed  v;ith  a   continuous   contract  that  could  be  cancelled  by  the 
member  or  by  the  association  at   the   end   of  each  year  thus   follovang  the 
principle   of  voluntary^  membership.     Along  v/ith  that  the  association  did   not 
attempt   a  high  pressure  membership  car^aign  but  took  in  as  members 
those   vdio  wanted  to  belong  to  the   association  and  vlho  were  v/illing  to 
loyally  support  it. 
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naturally  the  cooperative's  .I'irst  consideration  vra.s  that  of  sales 
service.   It  vra.s  decided  that  it  should  provide  sale^  service  for  potatoes 
loaded  in  carload  lots  thus  avoiding  the  diiiiculty  e::perienced  in  the  past 
v.-ith  vfi?,rehouEin3,  ^radinj;  and  packin-.   The  association  operates  on  a  basis 
of  the  menber*.-;  gradin^,,  packing  and  loading  his  potatoes  and  presenting  the 
car  to  his  cooperative  to  be  sold,  Althou[';h  the  association  originally 
carried  on  a  daily  poolini^  of  orders,  at  the  present  tirae  no  pooling  acti- 
vity is  carried  on,  resulting  in  the  nember's  presenting  his  potatoes  loaded 
in  cars  for  his  association  to  sell,  in  turn  taking  out  actiaal  cost  sales 
charge  and  returning  to  hira  the  entire  returns  of  the  car.  Naturally  by 
doing  this  it  becomes  necessary  for  the  member  to  stand  his  ovai  claims  and 
adjustments  if  he  should  run  into  difficviltj-.  Hovrever,  any  car  of  potatoes 
running  into  difficult^!-  is  followed  up  quickly  and  thoroughly  by  the  asso- 
ciation. They  do  not  leave  their  member  in  the  lurch,  but  follow  the  car 
through  and  do  everything  in  their  povror  to  obtain  the  best  adjustments 
and  re-turns  on  the  car.  Along  with  the  factor  of  non-pooling  of  the  potatoes, 
the  association  leaves  the  member  rrith  the  responsibility  of  determining  tlie 
time  in  which  he  vri.ll  novo  his  entire  crop  or  any  part  of  the  crop.   It  fur- 
nishes him  at  all  times  vri.th  the  b-jst  information  obtainable  concerning  mar- 
ket conditions  and  then  loaves  the  decision  of  the  moving  of  his  potatoes  up 
to  the  individual  riembor  making  no  recommendation  e.s   to  time  of  movement, 
exci^pting  that  they  do  rcco:nmend  to  all  grovrorc  that  they  sell  their  potatoes 
in  an  orderly  normal  manner. 

In  handling  the  sale  of  potato-s,  the  association  felt  that  the 
members  of  Haine  Potato  Groy;ers,  Inc.,  wcro  entitled  to  the  best  saljs  ser- 
vice obtainable  and  therefore  during  the  earlj'  part  of  their  history  obta.incd 
the  sales  sci'vicc  of  a  national  coopcrativj  sales  agency,  the  I^ational  ?ruit 
and  Vegetable  Exchange.   They  obtained  the  service  of  c.   national  agency  re- 
cognising the  desirability  and  the  need  of  having  tenninal  sales  representa- 
tion in  the  entire  country,-,  feeling  that  its  members  vrere  entitled  to  the 
v.ddest  possible  distribution.   I  believe  that  as  the  association  has  con- 
tinued to  operate  that  more  and  more  the  membership  and  all  connected  recog- 
nize the  desirability  and  possibility  of  having  national  representation.  As 
I  mentioned,  earlier  this  service  xra.s   pcrfoniied  by  the  national  but  since 
the  recent  consolidation  of  the  terminal  facilities  of  the  Ifetional  Fi-^ait 
and  Vegetable  Exchange  and  the  Am.erican  Fruit  Growers,  Maine  Poto.to  Growers, 
Inc.  has  transferred  its  sales  contract  to  the  T^.jacrican  Fruit  Growers  at 
shipping  point,  v;iio  in  turn  use  the  terminal  sales  service  of  the  now  coop- 
erative. The  American  national  Cooperative  Exchange,  Inc.,  v;hich  will  be 
explained  later  by  Hr.  Eussey.  Although  ■•Ir.  Hussey  can  explain  clearer  and 
give  you  a  better  picture  of  this  national  progra;a,  I  would  lil:e  to  state 
that  Ilaine  Potato  Grovrcrs,  Inc.  fc&l  that  it  is  a  verj"-  constructive  move 
v;hich  vdll  prove  of  untold  benefit  to  cur  oi.n.  local  organization. 

Tfoen  any  member  presents  a  car  of  potatoes  to  the  a;;3ociation  to 
be  sold,  as  soon  as  that  car  has  rolled  the  association  advances  at  the 
present  time  75  per  cent  of  the  net  returns  and  with  receipt  of  the  payment 
on  tho  car  they  pay  the  additional  25  per  cent.   This  service  is  perfoi-ned 
for  a  flat  rate  fee  vrhich  is  approximately  dO  per  cent  lose  than  could  be 
obtained  anyv.iiere  else  in  the  county.  Also,  as  part  of  the  sales  service 
the  association  takes  the  responsibility  of  handling  the  traffic  for  the 
members,  routing  and  even  billing  his  cars. 
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This  is  the  essential  prograia  and  work  of  Maine  Potato  Growers j  Ine, 
However,  alonr^  with  this  work  wo  have  supplementary  services.   The  first 
that  I  Tidll  mention  is  that  of  furnishin<^  aarket  information.   The  asso- 
ciation maintains  one  man,  and  no  doubt  in  the  future  v/ill  necessitate  the 
employsient  of  others  v;ho  do  nothinfj  else  out  keep  in  touch  vrith  the  neia- 
borship  throuf,h  telephone,  letters  and  other  means  of  coiiEP.unication  to 
provide  them  each  day  vdth  current,  accurate  market  infomiation  and  to 
place  orders  vnth  them.  "Wc  feel  that  if  returns  through  the  association 
were  no  more  than  could  be  obtained  elsewhere  that  this  service  would  jus- 
tify the  existence  of  the  association,  inasmuch  as  the  member  has  this 
accurate  information  at  his  command  and  can  market  his  potatoes  inte.-li- 
£;ently,  thereby  moving  his  potatoes  at  the  most  desirable  time  possible.' 
The  so-called  dealer  on  the  street  cannot  purchase  potatoes  from  our  mem- 
bership for  loss  than  they  are  worth  because  that  member  laiovra  the  actual 
market  and  laiov;s  what  he  can  obtain  in  the  terminal  markets  of  the  countiy. 

Another  service  bein^,  performed  by  the  association  is  tliat  of  the 
purchasing  of  containers,  mere  particularly  the  purchasing  of  burlap  used 
in  the  shipment  of  potatoes.   The  association  has  carried  on  for  a  number 
of  years  the  cooperative  purchasing  of  burlap  which  has  resulted  not  only 
in  a  convenience  but  in  a  saving  to  the  membership.   This  r-'Drvice  means 
real  money  to  the  membership. 

Also,  the  association  carries  on  the  obtaining  of  group  insurance, 
thereby  obtaining  "floater"  policy  rates  not  obtainable  vdth  the  average 
grower. 

In  the  past,  the  association  has  purcliascd  fertilizer  cooperatively 
but  lias  recently  discon.tinued  this  service  feeling  that  cooperative  fert- 
ilizer agencies  operating  in  the  countj'-  could  perform  a  better,  service  than 
could  an  organization  set  up  principally  for  the  marketing  of  potatoes. 

In  more  recent  years  the  association  has  taken  on  a  v/arehousing  ■ 
program  whereby  they  ovm  and  lease  v.-arehouses  throughout  the  area  so  that 
those  members  vA\o   do  not  Imve  their  ovixi   facilities  may  have  track  stora^.,c 
for  their  potatoes  and  a  plSice  vrhere  they  can  grade,  pack,  and  load  their 
potatoes.   In  doing  this,  the  association  also  provides  for  the  use,  if '  thej' 
so  desire,  of  trained  v/arehousemen  and  loaders  to  handle  their  potatoes. 
I'fevrover,  in  providing  this  service  the  responsibility  of  storage,  grading 
and  packing  rests  vdth  the  individual  member,  the  association  only  provides 
him  with  an  opportunity'-  of  obtaining  such  service  at  reasonable  actual  cost 
figures.   This  warehousing  program  is  not  carried  on  as  a  fundciAental  part 
of  the  program  of  the  association  but  lather  as  a  SL^p  lomentary  service. 
mTtking  for  the  convenience  and  help  of  the  individual  member. 

Naturally,  Maine  Potato  Grovrars,  Inc.- is  not  a  perfect . organization, 
nor  have  they  solved  all  of  the  problems  connectj-d  vdth  the  cooperative 
marketing  of  potatoes.  ?fc  have  many  problems  vfhich  at  the  prqsont  time 
are  being  given  serious  consideration.   One  fundamental  problem  is  that 
of  obtaining  vra.ys  and  means  of  being  able  to  accept  loss  than  carload 
lots,  thus  being  of  a  greater  service  to.  the  small  grovrcr  vrho   is  .lot  • 
n;'.  turally  adapted  to  selling  a  r.hole  carload  of  potatoes  at  one  time. 
Recognizing  the  difficultj'-  that  goes  vdth  the  handling  of  less  than  car- 
load lots  the  association  has  been  slovj-  to  att:;mpt  anything  r/hich  might 
prove  to  bo  a  sere  spot  in  its  vrork.  Hov*"ever,  v/e  are  vrorking  on  this. 
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problem  as  vjc  arc  with  othr.-r  problems  and  vihon  I  mention  the  fact  tlriat  7;o 
arc  working  on  the  problems,  I  mcsji  that  our  entire  membership  is  giving 
thought  to  these  problcins  and  v;hcn  a  solution  is  brought  about  it  vdll  be 
through  the  activities,  thoughts,  suggestions,  and  help  of  each  and  every 
individual  mcnbcr*  Recently  ivc  have  instigated  a  number  of  changes  in  the 
association's  progran  that  v/c  bclic/c  mil  be  of  benefit  and  result  in  a 
greater  grovrth  and  greater  service  being  rendered* 

One  change  that  has  been  i;iade  recently  is  that  of  ihcreasing  the 
investment  in  the  association  on  the  part  of  the  individual  raember.  Potato 
growers  of  the  state  as  a  group  are  naturally  skeptical  of  the  investment 
of  money  in  anything  other  than  the  production  of  potatoes  and  look  vfith 
question  upon  any  organization  that  asks  that  the  members  contribute  sub- 
stantially to  its  investment.  However,  regardless  of  this  nr.tural  character- 
istic and  conservative  nature  v.dth  respect  to  investment  other  tlian  in  pro- 
duction of  potatoes,  the  increase  of  investment  for  the  association  is  looked 
upor.  i\rith  favor  by  our  membership  and  receives  no  criticism,  whatsoever,  thus 
showing  that  the  members  realize  that  they  must  invest  to  provide  the  neces- 
sary machinery  for  marketing  as  well  as  to  invest  for  machinery  in  production, 
thus  shov.dng  tliat  the  potato  grovrers  of  the  state  arc  r/illing  to  invest  i.u  a 
consti-uctive  cooperative  organization  and  are  vdlling  to  stand  the  costs  and 
expenses  of  their  ovm  organization.  Many  critics  have  said  that  the  potato 
grovrors  would  not  invest  money  in  their  own   cooperative.  "y'''e  have  proven  that 
they  vri-ll  and  arc  glad  to  do  soj  that  they  merely  want  assurance  that  the 
organization  is  going  to  pcrfor^L  the  functions  tliat  it  should. 

Another  change  recently  made  is  that  of  adopting  an  option  for  the 
member  for  deliver^''  of  his  entire  production  or  the  delivery  of  a  part  of  his 
tonnage.  '?{e   have  novir  available  two  types  of  contracts.  Both  contracts  can 
be  cancelled  at  the  end  of  each  year;  one  calling  for  deliverj"-  of  the  entire 
production  and  one  calling  for  deliver;,'-  of  50  per  cent  or  m.oro  of  the  produc- 
tion, thiis  fQllovdng  one  step  further  the  vol\mtary  principle  in  cooperative 
marketing*   The  second  type  contract  has  boon  developed  because  wc  recognize 
that  it  is  impossible  for  some  people  to  deliver  their  entire  crop  and  v/e 
feel  it  mil  be  of  untold  benefit  to  the  association  and  to  the  membership 
at  large.  We  are  confident  that  we  can  obtain  the  toimage  because  we  feel 
and  loiow  that  our  members  feel  th8.t  the  association  is  doing  a  job  -.jtiich 
justifies  the  deliverer  of  that  torn.age. 

Throughout  the  life  of  the  association  there  has  never  been  an  at- 
tem.pt  made  to  legally  enforce  deliveiy  of  potatoes.   That  has  alv.'ays  remained 
on  a  volujitary  basis,  although  for  psychological  reasons  we  have  continued  a 
contract. 

Another  change  contemplated  is  that  of  the  possibilit;,'  of  advancing 
100  i'ier  cent  on  the  car  as  soon  as  it  is  shipped,  developing  means  for  the 
adequate  protection  for  the  association. 

ilaturally  there  are  other  changes  1^^nich  will  come  about  from  time 
to  time.  Regardless  of  changes,  the  association  vdll  continue  two  policies 
which  m.ay  be  considered  as  essential  to  the  continuinrj  of  successful  operation. 

First,  the  policy  of  not  telling  members  or  non-ne;r.bers  that  we  can 
do  something  v/hich  we  know  is  impossible,  '"e  recognize  and  ive  tr^r   to  Iiave 
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ever7/ono  conccrnjd  rocof^nizc  both  the  posf;ibilities  and  the  limitations  of 
any  coopcrati-re  markctinr;  association  c^nd  particularly  of  bur  ovm  organ- 
isation; thus  VIC  do  not,  build  up  false  hopes  on  the  part  of  the  membership. 

Secondly,  we  try  at  all  times  to  keep  our  raonibership  vrell  infonaod 
and  in  doing  this  ivo  plan  to  be  the  ones  who.vdll  inform  them  rather  than 
to  let  someone  on  the  outside  do  so.   These  trivo  policies  I  believe  we,  can 
safely,  promise  will  be  follo-v/ed  in  the  future  regardless  of-. changes  tloat 
may  take  place.   _      ■ 

By  follo^ving  the  policies  and  principles  outlined  above,  Faine  Po- 
tato Grovrers,  Inc.  has  been  able  to  operate  successfully  for  fiye  yeais., 
each  year  gaining  sound__ membership  and •;  takin;;-  a  more  responsible  place  in 
the  Maine  potato  deal.  Grovrbh  has  been,  steady  and  sound"  and  novr  we  find 
the  association  with  a  vre  11- represented  loyal  membership, "  on, the  t)iresho}d" 
of  sound  and  constructive  expansion  that  will  place  them,  definitely  in  a 
place  of  leadership  in  the  .marketing  of  ~,Iaine  potatoes. 

In  requesting  that  I  carry  on  some,  discussion  with  you  concerning 
the  cooperative  luarkcting  of  potatoes,  Mr.  l-iclntire  suggested  that. he  felt 
considerable  time  should  be  given  to  the  future  of,  the  cooperative  mar- 
keting of  .potatoes.  I  have  takon  up  the  time  discussing  in  detail  the 
history  of  cooperative  marketing  of  potatoes  and  the  present. set-up  and 
activity-  of  Llaine  Potato  Grovrers,  Inc.   I  did  this  purposely,-  because  I 
do  net  feel  that  I  should  spend  too  m.uch  time  in  discussing  the  future. 
Anything  which  I  might  say  in  that  connection  would  be  merely  my  ovm  per- 
sonal opinion  or  the  opinion  of  others  vriiich  I  have  received  through  con- 
versation and  might  or  might  not  be  accurate.   By  giving  you  a  detailed 
outline  of  the  history  ajid  present  set-up  of  cooperative  maiketing  work 
in  the  potato  industry  I  feel  tliat  it  is  up  to  each  of  us  to  draw  our  own 
conclusions  as  to  what  is  in  the  picture  for  the  future.   There  is  one 
statement  that  I  would  feel  like  making  in  this  connection.   It  is  tliat 
the  cooperative  marketing  of  potatoes  in  Llaine  is  definitely  established 
and  is  here  to  stay.  Maine  Potato  Growers,  Inc.  has  blovm  to  bits  the 
argujaents  of  critics  of  cooperative  marketing  by  five  years  of  successful 
operation  inasmuch  as  these  critics  alv^rays  said  that  no  cooperative  mar- 
keting agency  could  last  in  the  poto.to  industry  izi  this  State  for  more  than 
two  years.   Thus,  I  believe  you  vdll  agree  mth  mc  that  the  argujncnt  h?.s 
been  placed  in  the  discard. 

There  is  one  point  thut  some  of  us  feel  is  a  definite  trend  in  the 
potato  industrj'-  in  this  state:  namely,  that  the  shipment  of  potatoes  and 
liandling  of  the  marketing  of  potatoes  thi'ough  the  terminal  markets  ic  nar- 
romng  down  into  the  hands  of  a  fovj-  shippers.   This  has  boon  noticed  in  re- 
cent years  and  seems  to  bo  the  trend.  We  see  the  smaller  shippers  going 
out  and  the  small  organizations  getting  smaller  and  the  large  ones  getting 
larger.   This  in  itself  is  justification  and  reason  for  us  to  assiuae  that 
growers  will  not  allow  their  oyai  cooperative  to  go  out  of  business,  be- 
cause as  this  industry  is  narro^ving  dc^vn  into  a  few  hands,  some  of  these 
hands  should  be  and  vrill   be  controlled  by  the  growers  themselves.   They 
are  not  going  to  allow  outsiders  to  come  in  and  take  the  dominating  lead 
in  the  marketing  of  their  ovm.  crop.  This  trend  and  others  gives  us  more 
assurance  that  Maine  mil  continue  to  market  potatoes  to  some  extent  coop- 
eratively. 'When  I  say  that,  I  do  not  believe  that  all  growers  mil  market 
cooperatively  or  tliat  all  of  the  potatoes  or  oven  a  major  part  of  then  vdll 
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bo  maricctcd  cooperatively  in  the  future.  There  is  a  place  in  this  picture 
for  both  coopcrativo  and  coiiimcrcial  interests  and  no  one  organ! zatloh  is 
beg  enough  to  handle  this  gigantic  job,  but  definitely  the  cooperative 
mil  continue  to  take  itc  chare  of  the  responsibility  of  the  niarkdting  of 
the  crop.  I  am  not  prejudiced  or  biased  enough  to  toll  you  that  Ivlaino  Po- 
tato Gro-irors,  Inc.  is  that  orgejiization 'that  mil  continue  in  the  future  to 
market  those  potatoes  cooperatively,  although  I  do  feci  that  it  is  only  rea- 
sonable to  expect  tiiat  this  organization  irill  be  the  dominating,  cooperative 
marketing  agency  for  the  follovri.ng  reasons:   it  has  five  years  of  successful 
experience  back  of  it;  it  is  made  up  of  the  outstanding  grovrors  in  the  state; 
it  is  based  on  voluntarj?-  membership  and  voluntai^'  endoavoi*  and  it  has  excel- 
lent sales  connection  mth  the  Aincrican  Friilt  Grovrors,  Inc.  through  the  Am- 
erican National  Cooperative  E;.changc,  Inc«  With  these  sales  connoctions 
and  national  representation  and  ivith  the  results  tte.t  it  has  obtained,  and 
vd.ll  obtain  in  the  future,  I  belicv:;  it  is  only  logical  to  assume  that  Haine 
Potato  Growers,  Inc. 'is  the  organization  that  vdll  continue  to  take  the  lead 
in  cooperative  marketing  of  potatoes  in  the  State  of  Mr.inc.  However,  whether 
it  is  or  not,  regardless  of  the  changes  vfhich  may  take  place  in  the  potato 
industry,  although  we  cannot  sit  here  to-day  caid  outline  the  methods  of  op- 
eration, the  physical  set-up  and  the  particular  part  of  the  crop  that  the 
marketing  agency  mil  handle,  I  believe  we  c?.n  safely  saj?  that  in  the  fu- 
ture cooperative  marketing  activi-ty  in  the  Maine  potato  deal  mil  take  the 
lead  more  and  more  as  years  go  by,  bocavise  -the  potato  growers  of  this  State 
are  rapidly  coming  to  a  realization  and  understanding  that  their  individual 
interests  arc  best  served  by  cboporativo  endeavor. 


73 


A  STUDY  OF   TIIE  Il^KICETIIIG   OJ'  10,000  CAKS   OF  AliOCSTOOK  POTATOCS,   1935 
H.   '.".   Ili^nford,  Jr.,  Associc.te  Agricultural  Economist 
Farm  Credit  Administration,  Y/ashinfton,   D.   C, 


IIow  the  A.P.C.A.   cc^me  to  be  hcndlinr  potatoes 


I"   193.4,   the  Aroostook  Production  Credit  Associr,tion  loaned 
over  three  million  dollars  to   some   2,200  potato   groT/ers,     Unfortunately, 
because   of  a  hea-v^'-  crop  and  .lov/  prices,   many  {-.rov/erG   were  unable-  to 
repay  their  loans ^      In  fact,   the   activity   of  potato   buj'ers,  v;as   restricted 
tc   such  an  extent  that  many   small  grovrers   in  the  m.ore   outlying  points 
fcund  difficulty   in  moving  their   crop  at   any  pr.ice^.     At  the  end  of;  the 
fiscal  year,  the  A.P«C»A.-  had.  a   cariyover  of  over  50  per  cent,  of  its 
loans. 

To   remedy  this    serious   situation,   a  plan  for   1935   loans*  vjcs 
worked   out  for  the  associ.'.tion  to.  take  delivery   of  .a  portion  of  each 
borrov/er's  potatoes,  based  partly  upon -current 'borromngs   and  partly  upon 
his   carryover  of  unpaid  borrov.dngS'  of,  the  previous   season,   to  be  sold   for 
the  benefit  of  his   accovuit.      It  v.ras  fo-lt  that   such  a  plan  would  aid    in 
collecticns  and  also  would;  assist-  the,  small  and   isolated  grov;ers   in 
.finding  a  market   for  their-  potatoes,. 

Development   of  -th-e  Program,      ^  -    r         ,' 

^      -  Jn  Yrorking   out  plans    for  the   operation  of  tlie  potato  department 

of  the  A«PtCtA».,   it  v/as    recognized  that  this   was   net  a  typical  .venture   in 
cooperative  marketing,   in  v/hich  each  gro^rer  v/ould  voluntarily  contribute, 
his  volume  to   an  association  and  have  a  voice   in  the  direction  of  its 
affairs,   but   instead  v/as   primarily   a  moans   cf.  collecting   loans. 

All   operations  vroro   simplified  where  pesspLblc- to  keep  do-i-m  costs 
of  operation.      For  example,   instead   of  putting   each  grov;cr*s   po't-atoes 
into  a  separate  bin  aiid  thereafter  tracing  that  separate   lot  through  all 
stages    cf  marketing,   each  grcv/er  vra.s  merely-  credited  upon  delivery  v.lth  so 
many  barrels >  classified  into  thfee ■general  types   as  to  quality,   and 
thereafter  the   potatoes  v;erc  stored,  in  common  vdth  -other,  grov;ers'   potatoes 
vath  no  attempt  to  maintain  the   individual   identity-  cf  each, lot, 

Likev;ise   in  arranging,  for-  loading  cars   at   shipping  points,  , 
contracts  wore   ma.de  with   local  men  to  do  the  vrark  at   a   specified   rate  per 
car,   rather  than  on  the  basis   of  a. fixed   salary   for  the   season. 

If  the  association  had  attemp-ted  to  have   5-ts   potato  departiricnt 
sell  directly  to  buyers,   it  would  have'  been  obliged  to  loca'tc'and  hire  an 
adequate,   competent  personnel,  for  this   purpose,   and  would,  have   operated 
in  the  markets  as   a  newcomer  v.dtho'ut  reputation,  ,  Also  the  cost  cX. selling 
under   such  a  plan  vrould  have  been  uncertain,      Cci-.'soquontly  t'ho  association 
contracted  Ydth  the  National   Frviit   and  Vegetable   Exchange,   Inc.,   and  \nth 
the  iarorican   Fruit   Growers,   I:ic,,   for  tlieir  sales    service  at  definite 
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ratos,   and  v/ith  tl.e  privilege   of  making  use   of' their   respective  brands   on 
appropriate  grades* 

The   production  credit   association  operr.ted    its   potato  market- 
ing denarti.ient  tl'.roughout   the   season  1935-1956  but  discontinued   it  during 
the  sunrier  of  1936, 

In  the   spring   of  1936,   the  Re^e£.r.ch.,   Service  a. id  Educational 
Section  of  the   Cooperative  Division  of  the   Farm  Credit 'Administration  vas 
requested  to  liiake  a   study   of  the   operations    of  the  p,otato  department  of  the 
A.P.C.A.   and   0"f  the   potato  sales  .program  as   it.vrorked   out.      This   ir.fprma- 
tion  V as   assembled   and  si.imrra,ri2.,ed   for  the   confidential  use   of  officers   of 
the  association  and  certain  officials  of  the  Springfield  Bank  for 
Cooperatives,   but  no^  report  ivas    released.     At  the   present   tine,   an 
analysis  is  v/ell  xmder  vvajr  to  provide  material  for  a  report  which  can  be 
given  Twider  circulation.      Inasmuch  as   this:  study  ,i^  incomplete,    I  .shall  bo 
able  to  cover   in  this  talk  only  Tzertain  outstanding  features  that  are 
apparent   from  a  preliminary  analysis.      All    figures   stated   are-    subject  to 
revision,  . 

The   General  I,.'arkt,ting  Situation 

The   potato  marketing   situatioij  -in  the    fall   of   1935  turned    out 
to  be   rather  favorable  for  I.lainc   growers   as    far  as  the    size   of  the  potato 
crop  was  concerned.      The   crop  for. the  entire  United   States   v;as   less  than 
9  per  cent   larger  than  the  average   for  the  previous   five  years,   1930-1934, 
but   only  a  fraction  of  1  per  cent  larger  than  in  1934   (Table   1),      In  the 
18   surplus    late   states,   v.^iich  usually  produce  about   70  per   cent    of  the 
tctal  United  States   crop,   the    1935   crop  -vvas  about  9  per  cent    larger  tl^an 
the   average  for   the   previous   five  years.      In  the   state,  of  \ia^ne,  however, 
tlie  1935   crop  \'ias  nearly   18   per  cent   smaller  than  the   five-year,  average 
and   6ver   30  per   cent   sLialler  than  the  buraper   1934   croT^^, 

It  appears,  therefore,   that  the   sales   agencies   selected   by 
the  credit  association  v/ore  to  operate   on  the   basis   of  a   rather  short 
Llaine   crop,  to  be  vrorked   into  a  United   States   crop   only  ^lightly   larger 
than  usual, 

"  ■  .        li'^^J^l^s   of  the  Program 

'  The  total  volume   hanilled  through  the  potato  dene.rtrcnt  for 

that   season  amounted  to   9938   cars,   approximately   24  per   ceiib   of  the  total 
sTiipnents    from  the   State  of  Maine.     A  little    less' tha'n -6  per  cent    of  the 
volume  was   seed  potato  stock  and   over  94  per  cent  tcs  table   stock. 

Cf  the  table   stock,   60  per  cent  v/as  U.   3.   lie.    1,   including  B 
size,  and  31   per  cent  v/as   Coinmercial,   including  B   size,      Less   than  5  per 
cent  was   Fancy,      The  balance  \ro.c   !To,    2,   picko.uts   or   starch  and  mixed   grades. 

Of  the   seed   stock,   52  per  cent   \-.as   selected   and  48  per   cent 
T.-as   certified,      (Table   2), 
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Table  1 

Potato  Production,  United  States 

18  Surplus   Late  Stt^rtes,  and  lilaine,    1930-1935' 


Year 

United 
States 

18  Surplus 
Late  States 

Maine 

1930 

333,210,000 

230,785,000 

45,250,000 

1931 

375,310,000 

261,477,000 

50^310,000 

1932 

358,009^000 

250,453,000 

40,460,000 

1933 

320,203,000 

252,319,000 

42,000,000 

1934 

" 

385,421,000 

2^2,274,000 

55,250,000 

S'-yr. 

,avc. 

,  354,430,600 

249,461,600 

■  46/654,000 

1935 

386,380,000 

271,020,000 

38,400,000 

1935  in 

percentage 

of  5-yr,  avc»   109jb 

109?^ 

.  82.5^t 
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Table   2 
Cars   of  A.PiC.Ai   Potatoes   Shipped,    1935-36 


Grade  and  Stock 

carloads 

Percentage 
of  Total 

Number              Per  cent 

Table  stock: 

Fancy 

516 

5.5 

No.  1 
.  Advertised 
Ivliscollanoou.s 
Bulk 
B  Size 

5,424 

50 

83 

84 
5,641     ■  •. 

60.3 

.   Comnicrcial 

Advertised 
;  Bulk 
B  Size 

2,627 

87 

158 

30.6 

JJo.  2 

Advertised 

I.Iixed 

Pickouts  and  starch 

167 

'   161 

6 

"334 

3.6 

All  Tabic  Stock 

9,363 

100.0 

Seed  Stock: 

Selected 
Certified 

297 
272 

52.2 
47.8 

All   Seed  Stock  569  100.0 
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Hinety-three  per  cent  of  the  table  stocl:  was  of  the  Green  Mountain 
variety,  vnth  only  three  per  cent  Cobblers.  Of  the  seed  stock  66  per  cent 
vras  Cobblers,  seven  per  cent  G-reen  Llountains,  four  per  cent  Spauldin^  Rose 
and  23  per  cent  other  varieties  (table  3). 

Table  3 


Varieties  of  Potatoes  Sola  for 

the  A*P.C,A.,  1935-56 

Varietj- 

Carloads 
shipped 

Percentaf^e 
of  total 

.  "'UiTiber 

Per  cent 

Table  stock; 


Green  ITountains 

Cobblers 

Katahdins 

Russett 

Rose 

Bliss 

Rust  Proof 

Rural  Hew  Yorker 

Mixed 


8,738 

.282. 

40) 

47) 

44) 

27) 

7) 

2) 

176) 


Total 


9,363 


100 


Feed  Stock 


Cobblers 

Green  Mountains 

Rose 

Bliss 

Katahdins 

Russett 

Mixed 


376 

41 
22 
S) 
3) 
1) 

lis) 


23 


Total 


569  • 


100 


These  potatoec  cold  for  a  gross  amount  of  over  :6  million  dollars, 
and  returned  a  net  amount  of  nearly  4  million  dollars  to  the  association. 
The  average  net  amount  per  barrel  returned  to  the  association  was  $1.65 
after  taking  out  all  except  shippin^.-point  and  associa:tion  expenses. 

Seasonal  Tdstribution 

Judging  by  the  previous  four  years,  liaino  ships,  on  the  average  about 
one-third  of  her  total  shipments  for  the  year  durin;;  the  first  part  of  the 
season  ending  vri.th  the  last  v/cek  in  December  (table  4),  From  that  time 
until  the  last  of  March,  Ilainc- usually  ships  about  40  per  cexit  of  her  total 
shipments.  During  the  balance  of-  the  season,  Maine  moves  tho  rcmainin- 
2G  per  cent  of  her  shipments.  : 


During  the  1935-36  season,  shipments  from  Maine,  f ollov/cd  the  usual 
pattern  during  the  first  period,  when  about  onc-Vdre  of  all  the'  cars  -■:cre 
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shipped.   During  the  second  period,  hovrever,  shipments  v.'ere  relatively 
Greater  than  usual,  vd.th  43  per  cent  or  nearly  half  of  tlie  year's  voli-aae 
moving  bet\v3en  Januaiy  first  and  April  first. 

A  Greater  proportion  of  the  A.F.CA.  potatoes  wore  aoved  some-ixiat 
earlier  in  tlie  season  than  in  the  case  of  Maine,  Durinf;  t]ie  first  period 
up  to  the  turn  of  the  year,  38  per  cent  of  the  A.P.C.A.  cars  were  shipped. 
Betv/een  the  first  vreek  of  Januaiy  and  the  first  v/cek  of  April,  53  per  cent, 
slif.htly  over  half  the  season's  volLirac,  vra.s  shipped,  lca.vin['  for  the  final 
period  only  about  9  p: r  cent  (table  4). 

Three  important  factors  helpin^;  to  accoi^rc  for  the  relatively  early 
coi:nplotion  of  A.P.C.A.  shipmcaits  in  1C35-36  were; 

1,  Potatoes  in  tracJc  storage  ^^I'-crally  caniiot  be  hold  as 
late  as  can  potatoes  in  farm  cellar  storaic.   The  a-.:;;ociation  had  90 
por  cent  of  its  volume  held  in  track  stora,';e. 

2»      The  Lianaf.enient  vvished  to  avoid  havin^,  nu\ny  potatoes  yet 
for  sale  durin:;  the  lati-  spring;  months  in  v/liicli  :iainc  potato  prices 
often  slump  bccc.uso  of  the  arrival  of  nov;  poto.toos  in  the  ni^.o^kot. 

3.   Because  of  the  spring  upturn  in  prices,  some  gi-ov/crs  under 
contract  to  deliver  potatoes  to  the .association  for  salo  did  not  ac- 
liver,  so  that  the  association's  voluivic  v.'as  less  than  it  should  have 
been. 

All  throe  of  thcso  factor;:  operated  to  bring  the  1035-1G36  operations 
of  the  potato  dcpartmcn.t  to  an  early  clo^c. 

A  comparison  of  the  relative  shipments  by  months  shows  that  .during 
the  months  of  December,  Januai-j'-,  o.nd  February,  shipmcntr  of  A.P.C.A.  pota- 
toes v/crc  heavier  relative  to  the  year's  volui:io  than  v/crc  shipments  from 
Maine  (t^blc  5),   During  those  tlxree  months,  the  A.P.C.j-, .  shiDmcnts  con- 
stituted 31  per  cent  or  nearly  one-third  of  all  shipments  out  of  Llainc. 

Table  5 


■  Potato 

ShrjXiic. 

its   by  Months,   Maine  and 

A.l-.C.A.,    193'-36 

Approximate 

Carloads 
'ffaiiie        A"rp.C.A'. 

Te V  c  ent 

of  .total 

month 

:'aine 

'"KVl-  .  T.  A .' 

August 

2b                    0 

_ 

_ 

September 

1,313              193 

3.1 

2.0 

October 

4,372          1,019 

10.4 

10.3 

November 

3,424-             381 

5.1     ■ 

8,9 

December 

4,720           l,o4L' 

11.2 

16,5 

Januaiy 

5,478           1,594 

15.0 

16.1 

Februaiy 

•     •     6,621          1,915 

15.7 

19.3 

:!arch 

7,984          1,751 

19.0  • 

17. S 

Balance   of.  sea 

son 

8,143              932 

19.5 

■__  ^'^ 

Total 

42,081          9,932 

100.0 

__100_.0 
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Gc-oj^ra^jhical  Distril-ution 

Up  until  the  Prescue  Isle  'Tarlcet  Fev/s  Sorvice  ■  ofi  ice  closed  at 
the  end  of  April,  195u,  I'aine- potatoes  had  ceen  shipped  into  2,G   states,  the 
District  of  Coliixior.a,  and  exported  to  Cuba  and  to  Canc.da  (table  6),  Through 
the  entire  season,  A.?.C.A.  potatees  vrere  shipped  into  all  of  the  states 
reached  by  I'aino  potatoes  in  general  e;:cept  Dela-.mre  and  'lissouri,  and  in 
adiiition  some  -.vent  into  i-Iinnesota  and  i^'isconsin.  Over  one  hundred  cars  of 
A.F.C.A.  potatoes  vrcre  exported. 

Tliree  fourths  of  the  Maine  shipnonts  (76  per  ci-nt)  v/ent  into  the 
Forth  Atlantic  States  extending  frova  Ilaine  do-i-m  through  Se-.r  York,  xlevi   Jer- 
sey, and  Pennsylvania.  a.'hc  State  of  ITcv/  York  vras  the  biggest  custoraer,  ro- 
ceivin^i  26  per  cent,  or  juGt  over  -one-fourtli  of  all  of  the  I'aine  shipments* 

l\rcntj'-  per  cent  of  t'le  Maine  Eh-ipnents  v;cre  ccattired  aj.iong  the 
South  Atlantic  States,  \vith.o  per  cent  ,-:cin£;  to  the  Virf.inias  and  another 
5  per  cent  to  Florida, 

The  rermining  4  per  cent  of  the  Maine  potatoes  ivere  shipped  into 
9  other  states  in  the  South  and  Mid. lie  Ifest  or  were  exported  to  Canada  and 
Cuba •  ' 

Shipments  of  A.F.C.A.  potatoes  received  a  distribution  very  similar 
to  that  of  all  liaine  potatoes,  vfith  the  principal  exception  that  a  larger 
proportion,  54  per  cent  instead  of  22  per  cent,  v/ent  into  Ilassachusetts. 
The  fact  that  a  ^I'cater  proportion  of  A...C.A.  potatoes  thoji  of  all  Maine 
potatoes  vrent  to  nearby  Ilassachusetts  is  p-..rhap5  partly  explained  by  the 
fact  v^^ereas  only  about  6  per  cent  of  the  A.F.C.A.  ^:otatoes  -ivere  seed  stock, 
over  10  per  cent  of  all  potatoes  shipped  from  Haine  were  seed  stock.   Seed 
stock  is  connonly  r;iven  a  vdder  distribution  th-s.n  is  table  stock.   The  same 
proportion  a.s  in  the  case  of  the  State  of  Ilainc  v/ent  to  Pennsylvania,  and 
slijchtly  smaller  proportions  .ivent  to  other  I'orth  Atlantic  States,  so  that 
the  entire  Ilorth  Atlantic  section  received  82  per  cent  of  the  A.F.C.A.  po- 
tatoes, compared  v/ith  the  76  per  cent  of  all  Maine  potato js, 

A  somcvniat  smaller-  proportion  than  in  the  case  of  Maine  went  to 
South  Atlantic  States,  so  that  the  llorth  and  South  Atlantic  States  alto- 
gether took  96  per  cent  of  the  A.F.C.A.  potatoes,  exactly  the  same  as  with 
the  entire  staco's  shipments*  The  balance  of  the  A.F.C.A,  shipments  -jKnnt 
into  10  other  states,  including  llinnosota  and  Vjisconsin,  or  \'iorc   exported. 

Shipments  from  the  State  of  liaine  vrcnt  into  1,065  markets,  not 
including;  Cuba. and  Canada,  Over  57  per  cent  were  in  the  l^ortli  Atlantic 
States  and  an  additional  23  per  cent  were  in  the  South  Atlantic  States, 
On  the  average,  each  Korth  Atlantic  market  got  rou3hly  tv/ice  as  many  Maine 
potatoes  as  did  each  South  Atlantic  Market, 

A  large  number  of  cities  received  A,P,C.A.  potatoes  durin^^^;  the 
season's  operations.  All  toli,  th-rc  were  372  different  markets  into  which 
those  potatoes  vrent,  or  an  avera  ,c  of  over  14  markets  per  state.   The 
largest  number  of  markets  per  state  v.'as  Pennsylvania  vri. th  its  many  small 
industrial  or  minin;;,  tovms. 


t/b::t:  6  ■       .  ■ 

Gco;-i'apliicc.l  Dictribution  of  Potatoss  Durin.  ■   tlio 
Perio'A   the  Harl;et Hews   Office   Operctef".   in 

_^PrcGque   Is  Is,    1955-56  ... 

Far" ac;cPc  ~cf  '    "'"     "     ""•,  ' /lTiuahQr''cH"^!Tiar~:;et"s 

total    shipments  reachad   :    : 

''ir.Tnc       A.T.C~A.  liaino^        aTv'cX-.'- 


ITorth  Atlantic 


"ainc                   "1 

;'cyf  lioLip shire') 
Vemont*             ) 

^ 

2. 

riassachusetts 

22 

54 

Rhode   Island 

5 

2 

Connecticut 

5 

2 

ITevr  York 

2G 

23 

:-ev;  Jei  cey 

7 

3 

Pcnnsylvania 

IS 

13 

Total 


Sor.th  Atlantic: 

Jelav.'uro) 
'rar^'land) 

3 

3 

Yirsinia        )        . 
W.  Vir-inia) 
i-rorth  Carolina) 
South  Carolina) 

5 
3 

3 
1 

Georgia 
Florida 
D.   C. 

5 

1 

^ 

Tiptai  ... 

•20 

14 

27  ■ 

7 

26. 

10 

9 

5 

101 

■  32 

20 

7 

65 

16 

120 

i9 

53 

26 

lc-4 

iiVL 

CIO 

205 

9 

0 

22 

6 

58 

29 

49 

14 

70 

33 

19 

2 

■   33      ■ 

15 

17, 

7 

1 

1 

278   ■■    •  107 

Total  Eet-tern  '     * 

Seaboard                                96                   96                                                888  312 

■Gther'States                              ■?*         ■  '  ' '    #                                             177        .  60 


100  .     100  1,065    .  572 


9   Gtates. 
'10   states. 
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The  nortliGrn  statos'  markets  ;';ot  a  jnuch  largsr  volume  of  A.?.C.A. 
potatoes  on.  the  avc.a^je  per  market  than  did  the  southern  inarkets,  mth  a 
greater  difference  bet"ween  northei'n  and  southern  markets  than  in  the  case 
of  shipments  from  the  entire  State  of  Maine.  Thus  for  A.P.C.A.  shipments, 
the  Nortli  Atlantic  States,  havin;;;  about  tivice  the  number  of  markets  that 
Avere  supplied  in  the  South  Atlantic  States,  got  about  six  tv/imes  the  tot.al 
volvimo;  v:hcrcas  for  all  shipments  from  "laine,  northern  markets  likewise 
outnumbered  southern  ones  by  about  2  to  1  but  the  total  vol\r.uo  goins  to 
northern  markets  vjas  only  about  4  times  that  going  to  southern  markets. 

Prices  Received 

As  you.  may  recall,  the  1935-35  season  -vvas  one  in  ^7hich  f.o.b.  po- 
tato prices  in  Maine  vroro  dorm  around  50  to  60  conts  p^r  barrel  in  Septem- 
ber, and  rose  to  nearly  07,00  per  barrel  before  the  cca-on  cloocd. 

The  averava  not  returns  to  the  A.P.C.A.  for  all  grades  and  vario- 
tios  of  potatoes  togothor  v;as  c?l,65  per  barrel.   This  figure  represents  the 
net  a;.iount  returned  to  the  association  after  marketing  costs  such  as  freight, 
selling  charges,  diversion  cuid  demurrage  charges,  and  alloivp.nces  given  to 
dealers,  v/cre  deducted  from  the  gross  amount  received.   It  docs  not  take 
into  account  any  overhead  cxpcnsoa  of  the  arsociation  nor  does  it  include 
certain  pooled  expenses  such  as  heater-tag  charges  or  shipping-point  demur- 
rage charges.  All  cars  sold  arc  included  in  the  average. 

■Tarrovmr:  the  field  dovni  to  Green  Ivlountain  potatoes,  the  a-erage 
net  returns  to  the  association  were: 

Pancy vfl.80  per  barrel 

Ho.  1    1,70  per  barrel 

Comi-;VPrcial   .....  =  ..   1.58  per  barrel 

There  v^-ao  a  spread  of  22  cents  per  barrel  bet\7eer  the  average 
prices  for  Fancy  and  Comxaercial  giades. 

The  varie-tr,'-  made  quite  a  difference  in  the  price  received.   Katal;- 
dins  returned  about  >^2.01  to  the  association  for  all  stocks  and  grades. 
Green  Mountains  and  Pussetts  returned  about  $1.65,  Cobblers  |;1.62,  Rose  :,1;l.G0 
and  Bliss  $.87. 

The  time  of  sale  of  course  influenced  the  average  price  received. 
The  A.P.C.A.  shipments  apparently  folloived  a  rather  steady  program  and 
cleaned  up  ahead  of  the  state  for  the  end  of  the  season.  Ilainc  still  had 
quite  a  f6w  cars  left  to. close  out  after  the  A.P.C.A.  v/as  through,  and  for- 
tunately for  those  Llainc  shippers  Vi/ho  still  had  potatoes  to  sell,  prices 
continued  to  rise  until  the  end  of  the  season.  Ordinarilj'-  it  is  expected 
that  the  price  will  decline  during  the  closing  months  rriaen  new  potatoes  are 
coming  into  the  markets. 

There  are  no  a-.-eiage  prices  for  the  season  for  the  State  v.dth 
v/hich  the  A.P.C.A.  prices  can  be  directly  compared  at  this  time.   Before 
this  study  is  completed,  I  hope  to  make  comparisons  by  v/eeks  throughout 
the  year  on  simila.r  varieties  and  grades. 


Analysis  of  Costs 

i'luch  uore  can  b'  said  r.j;-ardiii2  the-. costs  involved  iri  inai'lceting 
these  potatoes  than  it  is  possible  to  say  at  this  tiiae  v.dth  rcspoct  to 
prices.   These  costs  wofo  of  t-vTO  .-general  classifica/cions,  n3.noljr,  oor.ts 
of  distribution  ejxd    costs  of  opcrabing  the  potato  departesnt  of  the  r.sso- 
ciabion,  » 

The  costs  of  distribution  in  this  cas-  represent  those  costs  •vviiich 
e.ro   incurred  for  services  perfonnoc'.  between  the  time  a  car  loft  the  ship- 
pro,;;  point  and  the  tiiac  it  -.ms  delivered  to  tlxo  --j/holcsalG  bi-'yer  in  so-r.c 
tsnninal  narkct.   Such  co^ts  are  freif;ht,  diversion  and  domurrasc  cliarr;os, 
coLTmissions,  brokcra^-o,  and  similar  scllin"  cliarges,  and  allovjc-riocs  ^jrantod 
to  buyers  bcc?.uco  of  frost  dcuTLafc  and  other  reasons.   Sxich  costs  accomitcd 
for  36  per  cent  of  the  buyer's  dollar,  leaving  only  G4  per  cent  or  less 
than  tn;ra- thirds  c.s  a  return  to  the  ascociation.  (Table  7) 

Froi;:_;ht  constituted  'b\r   far  the  lar£;oct  deduction  from  the  buyer's 
dollar,  talcing  nearly  ono-third.   On  the  avcrai'X  it  took  Ol99,40  p::r  car. 
Selling;;  chiargos  took  about  -i  per  cent  of  the  ^^^oss  a:iount.  The  sellin.r 
charge  ivas  $21  per  car  for  table  stock  potatoes  in  bul]:,  or  in  100"':ound 
sacks,  $30  per  car  for  table  stock  potatoes  packed  in  peck  sacks,  a;id 
$35  per  car  for  scod  stock.  Docausc  of  the  hit,]i  proportion  of  table  stock 
in  the  total  voluiac  sold,  the  avarage  s"jllin^-,  charr:;  paid  hy   the  /..P.O. A. 
■,.-as  (-.22,70  p-jr  car  or  about  9  cents  per  barrel. 

Table  7 

Coct  per  Barrel  of  Dictributioi..  fro'-u  Shipping  Point  to  Market 

• for  Potatoo_s^  S_old  for  the  A. P.O. A.  1955-56 

Aitioujit  Per  cent  of 

Iton  per  b.a'rol  ;^;rcGs  price  r-^ccivcd 

Gross  ai:iou-''t  received  .f:2»-CS2  ....  100 

Distri'rative  costs: 


Preifcht 

|!.325 

Diversion  r.i 

id 

demurrage 

.     ,002 

Selling 

.0i;4 

Alloimnccs 

.013 

Total  costs 

■      .934 

'■'-^t  pciovmt 

ftl.64S 

36 


3/  Less  thsn  1  per  cent. 

Allov.iances  ajiounted  to  03.37  per  car  or  slightly  over  one  cent  per 
barrel.  AllowTtnccs  •-.'■crc  granted  by  the  sales  agents  to  the  buyers  for 
siK".'  causes  as  frost  injun.'  before  shipraont,  failure  of  a  car  to  meet 
grade  specified  in  the  buyer's  order,  errors  in  billin,,  and  in  a  relatively 
fov;  number  of  cases  protection  of  the  buyer  from  a  loss  v/hon  the  raarket 
price  declined  after  he  had  placed  the  order.  Allovrariccs  uorc  granted 
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on  about  nine  per  cent  of  all  cars  sh.ipj.?ed,  but  liiany  were  for  small'  anounjs, 
so  that  as  just  mentioned,  the  avera^^o  wa.s  less  than  one  cent  per  hundred 
povmds.  The  greatest  n^Tuber  of  dollars  paid  out  for  allov.-ance"B  v.^as  for 
cars  arriving;  out  of  grade  or  showins  decay  or  frost  injury  and  so  requiring 
reconditioning.  Such  reasons  accounted  for  two-thirds  of  the  total  amoiint 
of  allov;ances« 

Overhead  and  Shipping  Point  Expenses 

The  costs  so  far  discussed  have  omitted  consideration  of  costs 
incidental  to  the  operation  of  the  potato  depo.rtment,  itself,  and  of  certain 
costs  connected  mth  shippin-'';  point  activities  such  as  stora_;c  and  loading. 

The  largest  of  the  local  cxpensoa  -was  that  for  sacks  (table  8). 
They  required  an  av^raj;e  of  nearly  12  conts  per  barrel  based  on.  all  potatoes 
shipped  including  bulk  shipments. 

Table  8 

Local  Expcnsoc  For  Barrel  for  Hrindlin;;';  0,95G  Cars 
of  A.PX.A.  PotatoeG,  1955-'35 


Item Cost  per  barrel 

Storage  and  taking  in    '                                f)   ,104 

Containers  ,117 

Loading  ,071 

licator  tags  ,013 

Salaries  .018 

Insurance  ,010 

Reserves  for  continj;er.cics  ,010 

Total 0^3 _ 

Storage  r:ac  nearly  as  largo  an  itoiu,  costing  over  10  cents  per 
barrel  on  the  average.  This  incli^dcr:  costs  of  receiving  potatoes  and  of 
checking  them  into  s borage. 

Expense  of  loading  cars  ar.iount.cd  to  about  seven  cents  per  barrel 
on  tho  average. 

Heater  tag:;,  entitling  certain  cars  to  a  heater  service  for  pro- 
tection from  shipping  frost  injur;'-,  cost  a  little  over  one  cent  per  barrel 
v/hon  spread  over  all  care  shipped. 

The  above-mentioned  loc^.l  costs  arc  tho^sc  v/hich  ai:iy  agency  might 
have,  and  prcsiunably  hold  little  possibility  of  rediiction.   The  overhead 
or  office  costs,  such  9.s  salaries,  office  expense,  and  insurance  might  be 
approached  from  the  angle  of  reducing  costs,  but  in  this  case  they  sci^n  to 
have  been  very  reasonable.  Salaries  and  office  expense  of  the  A.r.C.A. 
aiaounted  to  only  1.3  conts  per  bairol  oi  potatoes  sold,   I:^eurancc  and  re- 
serves for  contingencies  each  took  about  one  cent  pei  barrel.  All  local 
cxponsos  together  took  a  little  ovei  3'!  cents  per  ban-el  i-rhich  appears  to 
bo  reasonable. 
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Concluoioii 

The  Arcostook  Production  Credit  Association  set  up  its  potato  do- 
partnicnt  as  a  means  of  holpinj  to  collect  its  loans.   This  department 
in  the  1935-36  season  arranged  for  stora;;o  space,  received  and  handled 
nearly  10,000  carloads  of  potatoes  which  served  as  Gecuri-bjr  for  loanj  to 
growers.   Throu-;;h  the  two  sales  agencies  employed,  these  potatoes  \Ycro 
given  a  wide  distribution  over  the  country,  reaching  in  the  neighborhood 
of  400  marl:ets  in  26  states.,  Considering  the  volime  concerned,  such  a 
distribution  conpares  quite  favorably  vjlth  that  obtained  as  a  vrholc  from 
the  entire  State  of  iiaine. 

After  deducting  local  expenses  of  about  34  cents  per  barrel  the 
potato  department  turned  over  to  the  .-^ro^rars'  accounts  the  full  net  pro-. 
ceeds  of  the  potatoes  sold»  Operations  in  the  1S35-3S  eeason  resulted  in 
the  repayment  of  all  but  about  4  per  cent  of  the  current  loans.  The  4 
per  cent  was  composed  largely  of  loans  to  growers  who  failed  to  deliver 
either  through  unvdllingness  or  through  ir-ability  to  deliver  because  of 
a  crop  failure.  Besides  paying  off  most  of  the  current  loans,  the  carry- 
over of  impaid  loans  from  the  previous  season  vra.s  reduced  by  about  one 
half  million  dollars  or  nearly  28  per  cent,. 
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Thp  11th  Annual  Conference  of  the  New  England 
Institute  of  Cooperation  was  held  June  21,  22,  23,  I93S 
at  Bhode  Island  State  College,  Kingston,  Rhode  Island. 

A  welcome  was  extended  to  the  Institute  hy 
Dr.  Raymond  G.  Bressler,  President  of  the  College,  and 
"by  the  Honorable  Burton  K.  Harris,  Director  of  the  Rhode 
Island  State  Department  of  Agriculture  and  Conservation. 

The  agencies  sponsoring  the  New  England  Insti- 
tute of  Cooperation  are  the  Cooperative  Associations  in 
New  England,  the  New  England  State  Departilients  of  Agri- 
culture, the  United  States  Department  of  Agriculture,  and 
the  Colleges  and  Universities  in  New  England  interested 
in  agriculture  and  in  cooperation.   The  Institute  provides 
aji  open  forum  for' the  discussion  of  producer  and  consumer 
cooperation  and  for  the  development  of  sound  principles 
of  organization  and  management. 

The  chairmen  at  the  sessions  were: 

June  21,  2:00  P.M.  B.  K.  Harris,  Director  Rhode  Island 
State  Department  of  Agriculture  and 
Conservation 

7:^5  F.  M.   W.  A.  Munson,  Director  of  Extension, 
Massachusetts  State  College 

June  22,  9:00  A-  M.   J.  P.  Johnston,  president  Rhode 
Island  Agricultural  Conference 

1:30  P.  M.   G.  E.  Adams,  Director  of  Extension, 
Rhode  Island  State  College 

Jijne  23,  9:30  A-  M.  H.  F.  Tompson,  President  Governor 
Dyer  Cooperative  Market  Inc., 
Providence 

2:00  P.  M.   I.  G.  Davis,  Professor  of  Economics 
Connecticut  State  College 


EXECUTIVE  COMidTTEE  OP  INSTITUTE 

W.  A.  Munson,  Massachusetts,  Chairman; 
C.  H-  Merchant,  Maine,  Secretary-TreasTirer; 
J.  E.  Carrigan,  Vermont;  H.  C.  Woodvvorth, 
New  Hampshire;  I.  G.  Davis,  Connecticut; 
J.  L.  Tennant,  Hhode  Island;  W.  F.  Davis, 
New  England  Milk  Producers'  Association;  Q,. 
Reynolds,  Eastern  States  i^^rmers'  Exchange. 


.  BHODE  ISLAND  COMiHTTEE  IN  CHARGE 

R.  G.  Bressler,  Chairman,  G.  E.  Adams, 
B.  E.  Gilbert,  B.  K.  Harris,  J.  P.  Johnston, 
H.  M.  Hofford,  J.  L.  Tennant,  Secretary. 
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.THE  HULIM  FACTCE^  11  COOPERATION 

Haymond  G.  Bressler,  President  Ehode  Islajid  State  College 
Kingston,  Eiiode-  Island 


The  president,  of  a  .college  has  many  opportunities  to  welcome  groups  of 
people  to  his  institution.  Some  come  out  of  curiosity,  siniply  to  see  the  college; 
others  because  it  provides  facilities:  for  a  good  meeting  place;  a  few  because  the 
college  itself  invites  them  expecting  to  prof it  by  the  direct  contribution  the 
meeting  may  make  to  the  educational  program.  3ut  all  ask  for  a  spedch  of  welcome. 
The  more  quickly  they  are  through  with  that  part  of  the  prograu,  the  better  satis- 
fied they  are,  for.  then,  they- can  settle  down  to  the  main  business  of  the  neetixig. 

Tonight  you  are  diff erent .  ■  I  foxed  the  program  builder,  or  thought  I 
had  until  I  saw  a  copy  of  the  complete  program^ and  noticed  that  I  was  chairman  of 
the  Bhode  Island  committee  in  charge.  Believe  mfe  when  I  ssiy  that  I  had  nothing 
to  do  with  it  except  to  say  yes,  yes,  yes-.  Any  time  Dr.  Tennant  mentioned  the 
Institute  I  said  yes.   So  when  he  asked  rae  to  say  a  word  of  welcome  I  replied, 
"I'll  go  you  one  better,  Doctor,  I'll  laoke  you  a  speech,  and  I'll  discuss  the 
nost  difficult  problem  in  cooperative  enterprises."  That  is,  the  Hui.ian  Factor. 

We  might  almost  say  of  cooperation,  as  has  been  said  of  Christianity, 
we  don't  know  whether  it  will  work  or  not.   It  hasn't  really  been  tried.   I  an 
not  going  to  discuss  the  theory  of  cooperation.   In  the  sense  that  I  shall  use 
it  tonight,  cooperation  refers  to  a  purposeful  and  org.anized  mutual  aid,  such  as 
a  county  buying  association,  or  a  con.uodity  Ucirketing  group. 

It  is  commonplace  to  say  that. cooperation  and  cooperative  activities 
are  the  most  pronounced  and  significant  of  all  the  processes  of  group  life  and 
that  they  include  all  joint  efforts  toward  the  attainment  of  valuable  ends.   It 
is  easy  to  see  the  cooperative  relationships  existing  in  the  efforts  of  warriors, 
hunters,  and  builders.   We  should, note  also  this  sax:e  element  in  the  relationship 
of  husband  and  wife,  teacher  and  pupil,  the  speaker  and  the  audience,  the  farmer 
and  the  man  who  eats  his  produce.   All  economic  .activity  is  in  its  very  nat^ure 
cooperative. 

To  dwell  on  this  general  principle,  although  interesting,  would  yield 
little  tangible  material  for  oui-  consideration.   It  is  to  you  people  as  actual 
participators  in  and  students  -and  leaders  of  cooperative  organizations,  that  I 
choose  to  talk  on  the  theme,.  The  Human  Factor  in  Coo-oeration. 


1.  A  Common  Need  the  Basis  of  All  Cooperation 

I  suppose  it  can  be  said,  without  fear  of  contradiction,  that  coopera- 
tive action  is  effective  in  proportion  as  there  is  a  com^jon  need,  and  as  each 
individual  performs  the  part  for  which  he  is  best  fitted  in  the  complex  process.es 
by  which  the  need  is  net.  '■■' 


Need  is  a  more  important  factor  in  cooperation  than  .uental  or  physical 
similarity.   The  latter  is  important,  though,  because  similarity  gives  a  stronger 
impression  of  the  needs  being  the  saiie,  and  because  those  who  are  similar  can 
under^tajid  one  axiother  better  and  can,  therefore,  cooperate  more  effectively. 
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Some  years  ago  I  was  .especially  interested,  in  noting  the  genesis  of  the 
Mushroom  Grov7ers'  Association  of  Cliester  County,  Pennsylvania.  Apparently  there 
had  been  a  fine  demand  for  mushToomE.  and  consequently  no  felt  need  for  the  indi- 
vidual units  in  the  "business  to  get  together  for  mutual  aid.   It  so  happened  that 
prices  dropped  considerably  during  one  season,  and  those  engaged  in  the  business 
became  alarmed  lest  their  good  market  be  lost.   Then,  just  as  every  other  group 
in  human  history  which  has  survived,  they  betook  themselves  to  cooperative  action. 
But  there  were  two  racial  groups  engaged  in  mushroom  growing,  ojid  the  one  was  very 
dubious  of  the  motives  of  the  other  in  seeking  to  form  a  union.  Prices  remained 
low  for  some  time.   The  situation  becjyne  worse,  rnd  finally  the  ItslicUis  and  the 
Americans  got  together.   It  looked  for  a  time  as  though  they  were  ready  to  do 
business  on.  a.  program  of  mutual  understanding. 

Hpw  they  got  together  is  not  a  probleu  to  be  discussed  here-  The  point 
that  I  an  trying  to  drive  hone  is  that  need  brought  them  togetner  in  spite  of 
racial  differences-  and  that  this  factor  is  priaary  in  the  success  of  cooperation  - 
remenberirig  all  the  while  that  racial,  religious,  geographical,  pplit:  pal,  homoge-, 
neity  are  inportant  secondary  factors.   I'leed  uakes  strange  bed-fexiows  among 
individuals,  in  business,  in  politics,  as  well  as  cxnong  nations-.  Thore  is  no 
logic  in  GerLiarjy  and  Italy  working  together.   But  there  is  a  need..   VVhenever 
cooperative  action  is  a  more  effective  means  of  satisfying  needs  than  individual 
effort,  .you  ntty  expect  it  to  succeed. 

With  this  natter  of  need  before  us  as  a  cort  of  foundation-,  let  lis 
proceed  directly  to.  a  discussion  of  the  himajri  factor. 

2.  The  Leader  the  Keynan  in  3^/ery  Group  rv;,--  --.'r-::-  .  ■ 

The  most  inportant  persons  in  every  group  sxe   the  leaders.   In  the  nore 
prinitive  groups  the  leader  is  the  quickest,  sti^ont;est,  and  usually  ohe.nost 
intelligent.   He  is  the.  first  to  sense  danger  and  to  leai-n  hpw  to  avoid  it:  or  to 
neetit.  He  suggests  the  line  of  action  to  follow.  He  has  the  ability  to  inpress 
others  and  to  cause  then  to  initate  or  to  obey  hij.   In  brief,  he  standg  on  the 
elevation  like  a  guard  crow,  one  eye  overlooking  the  flock  .-'jid  the  other  eye 
inspecting  the  landscape  round  about,  thus  being  r.eady  eitner  tO:  direct  their 
peacef\il  \70rk  or  to  lead  in  attack  or  flight  at  an  approacning  danger. 

A. manager  of  a  cooperative,  in  just  as  real  a  uanner  although  somewhat 
different  in  uethod,  occupies  ari  ar.alogous  position  with  reference  to  the  ' 
cooperatives  he  represents. .  By  the  very  nature  of  his  position  he  snoulu  be 'the- 
best  informed  person  ir  the  group.  His  daily  worK  must  be  so  adjusted  that  -  at 
certain  periods  of  the  year,  at  least  -  he  should  be  the  first  to  sense  a  rise 
or  fall  in  uarket  pri'-.es  a;^d  be  the  first  to  say  v/iiat  should  and  should  not  be 
done.  And  above  all,  gcntlenen,  he  should  not  carry  too  much., water,  on  both 
sho\ilders.   The  thir.g  that  concerns  ue  uost  with  ad^ir-ers  of  farmers  is  that  they 
hedge,  so  it  appears  to  no,  a  lot  uoru  than  do  business  .advisers.   I  an  fully 
aware  of  the  feeling  of  security  that  -acconpanies  one  v?i*e  has  provided  himself 
with  a  loophole  in  case  he  aakes  a  mistake.   In  writing  .we  say  "other • things  being 
equal"  which  is  a  shield  behind  which  all  of  us  niue  at  tivies. 


3.  People  as  a  Whole  Have  Little  Desire  to  Be  Helped 

Another  factor  on  which  I  desire  to  refresh  your  memory  this  evening- 
is  that  people  generally  do  not  wish  to  be  helped.  If  any  of  you  men,  particu- 
larly you  younger  fellows  who  Might  be  looking  forward  to  a  career  in  rural  co- 
operative work,  holds  any  illusions  along  this  line,  you  had  better  rid  yourself 


of  them.      I  know  of  :io  rationrd  groups  In  An.erica  who   are  vraiting  for  soiacone  to 
lead  then  from  "bondafee.      God  knows,^  many  need  this  very  thirls,  but    thiey  trast  be 
sold  this   idea  for  their  own  good   through  educational  processes. 

The   leader  of  a  cooperative,  .for  instaiice,   must    eteri-ally  b§.  selling 
himself  and  his  work  to  his  group,    or  the  members  v.111   forget   all   about    the  high 
purposes  for  =which  they  were  .orga:ii zed  and  the  mar^y  good  services  he  has  per- 
forined  for  thei.i.     This  is  doubly  true,  where  the  orgaiiizatior.  is  Irrge  and  rhere 
the  chance  is  great    for  the  caoperative  personalities  to  lose  sight   of  the  v.ork 
which  is  beiiig  done  for-  them. 

Right  here  lies  the. great  danger  for  nanagcrs  of  cooperatives.     As  long 
as   the  crgaiiization  is   small   enough  for   them  to   i^et   the  personal   touch,    there 
will  be  little  doubt   about   the   success  of  the  work.      Wien,   however,    the  organiza- 
tion assumes   such  magnitude  that  only  representatives  of  subordinate  units  meet 
the  majiager  face  to    face,    there  must  be  a  perpetual  edncational   aiid  advertising 
campaig-n  not  only  for  protection  against   disintegra.ting  and  disrupt izig  agencies 
from  the  outside,   but   also   for   the   enlighteiiuent   of  the   cooperative  membership. 

Their  relationships  inevitably  become  iiq)erEonal  and  the  mutucl  ^xider- 
strjiding  less  evident.      One  of  the  perplexing  problems   is   to   advertise  the  work 
so   that  the  people   for  whom  service   is  being  performed  will   appreciate  it.      To 
nrepare  people   spiritually  for  aji  aporeciation  of  these  impersonal   interdepcnden- 
cies  and  to   evaluate  rightly  the  nmy  situations  which  may  develop  prejudice  and 
hostility,    should  be  the  burden  of  every  educational  program.      The   setting  aside 
of  a  certain  ar.iount   of  the  net  income,   say  5  per  cent,    for  the  education  of  the 
membership  by  lectures,    night    classes,    news  bulletins,    ai-.d  the  like,    should  be  a 
cardinal  principle  of  every  manager. 

1  stand  flat-footed  in  favor  of  giving  the  membership  the  facts  in  all 
Cases.  Managers  of  cooperatives  must  remember  that  they  are  runnirig  a  cooperativ> 
and  not  a  private  'Dusiness  of  their  own.  Suppose  these  same  men  were  ru.n..iiig  a 
business  for  some  moneyed  man  and  kept  from  him  certain  essential  facts  for  feajr 
he  might  not  u::iderstand.  Then,  later,  things  took  such  a  turn  that  he  had  to  be 
informed.  How  long  do  you  suppose  they  would  last?  Tliey  would  be  dischrjrgcd  so 
quickly  they  would  hardly  have   time  to   get   their  hats. 

While  I  fuu  firmly  oprsosed  to  all  forms  of  indoctrination  in  the  public 
schools  and  ir.  the  college  classrooms,  I  am  a  strong  believer  in  doiiVT  this  very 
thing  in   dealing  with  adult   orga:iizations. 

It   is  most   important   for  managers  of  cooperatives  at  least   to    sug^.-est 
the  line  of  thinking,  particularly  when  every  corporation  a:id  private  enterprise, 
at    the   expense  of  maintaining  great   lobbying  and  propagaiida  agencies,    is   telling 
the  public  what   to  believe. 

k.    The    "Pemickitiness"   of  Htiman  Nature 

Another  human   factor  upon  which  I    should  li^e   to  comment  briefly  is 
what    I    shall   call   for  lack  of  a  comprehensive  term  the   "pemickitiness"   of  human 
nature.      It   is   that   thing  in  a  man's  make-up   which  causes  him   to   do   the   thing  he 
knows  is  wrong  -  to   indulge  in  sharp  practices  for  selfish  gain  at  the  expense 
of  his  best    friends,    to   treat  his  enany  better  tha::  his  friend,    to   fail  to   act 
for  the  benefit  of  the  whole,   yea.    even  to   fall  to   do    the  things  he  knows  will 
give  himself  the  greatest    reward. 

If  all   the   farmers  of  the  whole   country   followed  the   teachings  of 
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fv;ricultur!il   science   r-nd  the  practice  of  the  best  10  per  cent  of  fanners   there 
would  be  no  oijportimity  for  cooperative  or^rnizations,    except    those  T/hich  woiild 
help  f^et  faTLiers  off '  the  loiid.     JLid  the  gover:iinent   is  tryint;:  to   do  that  very 
thiUfi  riji'ht  now.     Theoretically  the  abando^UAent  of  nart^ir-nl   laJid  and  the  re- 
settlement of  its  occupants  is  absolutely  somid.      And  if  we  knew  what   to   do  with 
the   de-landed  people  our  problen  would  be   solved. 

Many  times  human  nature  must  be   forc^-i.  to   Aft"  certtua  things  for  its  own 
benefit.     There  isn't  any  question  iu  iCi^r  raind  but   thnt   pII  the   dictators  are  ac- 
cor:!plishin(j  great   things   for   their   countries   as   corpornte   entities,  Crlled  The 
State.      They  represent   the  doers.      They  brook  no    delr^s.      They  cast  red  tape 
aside   and  proceed  straio'ht   to    the  iiiain  problem.      IThethei-  the  price  that    the  citi- 
zens pay  for  this  in  the   surrender  of  certain  de.nocratic  ideals  is  too  j-'reat   re- 
mains  to  be   seen. 

Ideally,    cooperrtion  is  the  last  place  where  coercion  is  justified.     •• 
Practically,    however,   that    ccooerntive  organization  which  is  in  a  position  to 
lay  a  heavy  hand  on  its  individual  meiabers,    should  occasion  arise,   has  the  best    . 
chance  of  surviving  in  a  competitive   field.     This  leads  rae   to   say   that   there  B.i^e 
many  cooperatiiig  a:;d  quasi-cooperating  afvencies,    but  few  genuine   cooperating 
individuals  or  crmniunit ies .      Cooperation  needs  to  be   an  obsession.     At   its  best 
it   approximates  a  religion.      Under  this  condition  a  $7000   salary  offer  from  a. 
corporation  will  not  i.io've  a  $3500  manager  of  a  cooperative,   and  neither  will  a 
higher  independent  market   tempt   a  member  to    sell  outside  the  cooperative. 

Resume 

Briefly,    I   have   tried  to    show  in  this  paper  that  need  is  the  basis  of  ,,■ 
all   successful   cooperation,    and  that    such  factors  as  racial   and  religious   siiai- 
larity  contribute   tre:.iendously  to  the  ease  and  success  of  cooperation;    that    the 
ability  of  the  i.irnager  to  lead  and  sense  the  wn.v  wliich  -ocints  to    success  is  of    ,:, 
utmost   importance;    that   there   isn't  any  burning  desi'i-e  o.i  the  part   of  iudividu-    , 
als  for  cooperative  orga^iizations,    and  that   the  irobt  .unnoylng  problem  of  the 
manager  is  to   find  ways  aiid  mea:"is  of  keeping  hi  p  -vork  fr^iii.ijecoiiiing  impersonal 
or  from  "being  taken  for  graiited; "    that  a  cooperative  mrtnager  is  justified  in 
sugt^esting  the  line  of  thinlcing  for  his  membs.r;=hi;a;    ai:^  ■'■'ani  the  down-right 
cussedness  of  hur.irai  nature  is  th'^    fact'-r  wh-;  ch  '.  av.ses  greatest   worry,    a::id  unless 
it   is  watched  perpetually  it   is  the  rock  on  whicn  che   ship  of  cooperation  will  be 
dashed   to  pieces. 


THS  PROBLEMS  OF  AaRIGlJlTURAL- •C00PE5AIIQH  IH  i:SW,Si;&LAI^D  ' 

■     I.    G.   Davis,  Professor  of 'A«-ri<raltural  -EcononiGs,    ; 
Coiiiiecticut    State  College ,    Stori-sv  ■Connecticut,' 


,    Aftar  J)eint:for  at    least   a' decade   de-t  ached  from,  active  p-articipati  on  in 
the  cooperative  probl'eus  of  New  Enfcland  A^ricalture.  I  appro a'Ph,  this   subject  from 
a  very  fi;eneral   end  la;\'  point  of  View/    A  po-int   of 'viev;  vzhich  ,13  not   so  rnach.that 
of  uanf^ement ,.,  but   that   of  a  loUj;  distance  observer  of  the  current  of  events  and 
influences  which  affect   cooperatives  rurd  'the-  ^-eaeral-  ■relatio.n" of  cooperative 
movements  to  these,  events  and  influences.    '       '■  •-'  -■':  -     ■  •  '        . 

From  the.  stajidpoint  of  the  irxiediate  interests- of  nanaf:;erAent  the 
problems  of  A^rri cultural.  Co.operation 'undoubtedly -remain  what  they  have,  alwjiys 
been  in  the  past . 

1.  To  operate   efficiently  mid  to   justify  their -.iexistenGe 
by  renderiue;  services  more  cheaply  or  by  'rendering -better  services, 
i.e.,   by  serving  the  fair.ier' s  interest  better  ■tha:i-cor.Tpet-in<-,"  non- 
cooperative  agencies.  ■ 

2.  To  protect  the  fanner' rhembsrs-at.airist 'exploitation, 
defalcation  and  unsound  opetating  j'oii  cies  liy  'naintni'ning-  high 
standards  of  practice   aiid  policy.  '■'■'    '•'■:'••"'     ■-^-'    .:■.•■•■.-.'•■ 

3.  To   obtain  adequate   financing,    adequate  vol-ome  of  busi- 
ness and  cor.rpetent  personnel   in  order  to   insure  efficient  operation 

in  line  with  the  objectives  of  the  Association.    '■      ■     '  ;■  .  ' 

4.  In  practice,   to.  keep   the   sales  policy'' efficient   and  in 
adjustment   to  .the  constantly"  chmiging -ccnditions  of  competitive 
markets  a;id  the  general '  economic   situation. 

5.  Finally  and  most   inipo.rtaht   of  all ,    alr/ays  ''to  have  the 
confidence  and  supoort  of  the 'greater  part   of  the  mfembef  ship-.     This 
result   can  be  obtained  only  by  practicing  the  utmost   franloiess  in 
dealings  vfith  members,   keeping  all   transactions  and  policies  affect- 
ing members  open  and  above  board  ana  constantly  keeping  before  the 
members  for  open  discussion  those   economic  t'rehds   raid  is.sues  and 
facts  wliich  ua^^   require   revision   in  policy  pt   some  later  date .      A 
loyal  participating  membership  is  the   basis  on  vrhich'  all   cooperatives, 
which  survive,    endure  and  grow. 

Under  these   five  headings   I   thinic  you  will   find  most   of  the  thinr.;s   that 
managers  and  boards  of  directors  wrestle  with  from  day   to   day  and  year  to  year; 
and  within  these  groups  you  will  find  the  problems  of  our  various  a:id  many  agri- 
cultural  cooperatives  in  New  England. 

•  We  will   find  each  of  these  cooperatives  perforruing  a  somewhat   different 
pattern  of   service   and  function.      We  will    find  them   at    different    stfi,.:es  of  maturi- 
ty and  experience.     We  will   find  them  meeting  different   situations  each  pecular 
to   its  conditions.      In  their  ability  to  work  out   solutions  "to  probleLis  in  these 
categories  I  believe  our  farmer  cooperative  associations  have,    in  general,   been 
malcing   steady  progress  for  the  past   decade.     We  have  a  better  under st fading  of 
the  problems  of  business  management   and  a  more  general   acceptance   of  the  princi- 
ples of   sound  management    aiid  of   sound  price  policy  and  effective  merchandising. 


The  importance  of  good  membership  attitudes  and  the  necessity  of  fairly 
liberal  programs  of  membership  education  are  becoming  more  recognized.   Farmers 
generally  will  not  lend  support  to  utterly  crude  fallacies  of  the  type  perpetrated 
by  the  Commodity  Cooperative  or  the  Sapiro  type  of  cooperative  of  the  early 
twenties. 

I  wish  not  to  discuss  these  msmagement  and  operating  problems  of  New 
England  Cooperatives  but  to  take  note  of  certain  more  general  circumstances  which 
it  seems  to  uo  affect,  if  not  all,  at  loast  uanj'  of  the  ?r'.raors'  Cooporr.tive, 
movements  of  New  England  and  which  may  he  denominated  general  problems. 

All  New  England  has  experienced  much  disappointment,  perhaps  disil- 
lusionaent,  at  the  inability  of  the  several  Isirger  cooperatives  or  groups  Of  co- 
operatives selling  nilk  on  the  Boston  uarket  to  get  together  and  present  a  solid 
front  in  their  mutual  interest  in  that  market.  Perhaps  we  should  not  say  that 
New  England  Dairies  and  kilk  Incorporated  are  failures.   Eie  fact  renains  that 
farmer  interests  on  the  Boston  uarket  today  as  a  whole  rest  too  much  on  Federal 
intervention  or  participation  and  too  little  on  cohesive  farmer  organization. 
Individual  farmers  have  been  able  to  organize  local  cooperative  milk  plants  and 
creameries.   Farmers  have  been  able  to  take  the  second  step,  to  federate  creamer- 
ies or  to  set  up  bargaining  associations  to  do  business  with  dealers  and  buyers 
in  the  market. 

With  the  centralization  of  control  and  buying  power  in  the  hands  of 
widely  extended  corporate  interests,  however,  and  with  ever  increasing  intensity 
of  competition  between  the  larger  farmer  groups,  these  groups  have  reconciled 
their  differences  and  nerged  their  interests. 

Let  me  give  another  illustration  of  the  same  general  character  although 
differing  in  many  details:  we  have  five  egg  and  poultry  marketing  cooperatives 
in  Connecticut.  At  the  outset  each  had  its  special  territory,  its  special 
functions  or  both-  During  the  past  two  years  evidences  of  some  conflicts  of 
interest  have  been  appearing.   If  anything  they  are  growing  nore  intense  although 
not  yet  evident  to  the  casual  observer,  as  in  the  Boston  r.ilkshed. 

We  are  nevertheless  beginning  a  research  study  on" the  nature  and 
character  of  the  competition  for  supply  of  the  various  agencies  b-uying  eggs  for 
the  Connecticut  uarket. 

We  are  considering  seriously  whether,  in  the  development  of  cooperative 
egg  and  poultry  marketing  in  Connecticut,  we  are  confronting  a  stage,  perhaps  a 
permanent  or  continual  stage  of  retarded  development.   Such  a  condition  may  occur 
because  of  the  inability  of  these  groups  to  get  together  on  natters  in  which  the 
common  interest  far  outweighs  the  differences,  when  the  whole  matter  is  viewed 
froM  the  standpoint  of  service  to  farmers  or  from  the  standpoint  of  sound  market 
policy  CIS   a  whole. 

We  nay  well  ask  ourselves  the  question:   are  there  certain  factors  or 
conditions  present,  which  are  perhaps  essential  to  the  success  of  federatives  or 
larger  associations  at  the  second  stage  of  development  and  which  inhibit  tran- 
sition to  the  third  stage?  This  third  stage  it  now  appears  may  be  necessary  if 
cooperation  is  to  proceed.  For  clarity  I  will  list  the  three  stages: 

1.  The  local  cooperative  unit  performing  a  simple  service 
or  group  of  services,  like  a  local  cooperative  creamery,  a  local 
tobacco  warehouse  or  an  egg  circle. 

2.  The  federation  of  local  units  or  the  regional  coopera- 
tive or  market-wide  cooperative  handling  certain  grades  or  portions 
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of  the   entire  product   aiid  raerchandisi;i^  this  o::  the   centrnl   or  rer-ion- 
al  Market. 

3.      The   larfjer  orf;;a:iizations   which  reconcile  the   differences 
of  units  of  the   second  sta^e  where  competition  appears,   or  which  uerj-e 
their  power  to   confront   larr^e   scale  or  hij^hly  orf"anized  buying;  power, 
or  even  to  confront  ppvernraental   regulatin.5  toards  whic?i  r.ifi^'  be  under 
the  control  of  ^-roups  opposed  to   the  interests  of  farraers. 

TThat   the   factors  nay  be   that   inhibit    traiisition  to  this  third  stni^e  and 
therefore   to   the  effective   continuance  of  coo-oerative   effort  in  souc  circuListnuces, 
I   will  not    attenpt    to    set   forth.      I   would  however  seriously  scrutinize  two  possi- 
ble  factors. 

1,  The   tendency  of  existing  nanaf^enents  to  perpetuate 
themselves  in  power  and  to   look  with  sus^Dicion  or  even,  hostility 

on  rsx^  move  to  place  themselves  under  the  control  of  a  lar,;er  t^-roup . 

2.  The  failure  of  organizations   to  conduct  educational 
work,    such  as  discussion  groups,    intended  to  prepare  lueinbers   for 
meetinij  these    situations. 

Extension  service   educators  who    raise    such  issues  have   to  my  knovdedge 
been  branded  as   trouble  nalcers,    or   so    they  pppcarod  to  the  cooperative. 

A  third  illustration  relates   to  the  future  and  I   will  disrniss.it   with 
a  word.     The  development   of  strawberry,    fruit   aiid  vegetable   auctions  and  of 
regional  markets  will  probably  proceed  apart   for  some  time.      Eventually  the 
Counter  developments  in  chain   store  buying,    cooperative  buying  for  unit    stores 
and  other  developments  in  the   fruit   and  vegetable  market   are  quite   certain  to 
create   situations   somewhat   analogous  to    the   two   I  have   first  described. 

Perhaps  in  discussing  this  one  problem  I  have   said  enough.      I   would 
like,   however,    to  mention  one  i-.ore.     That  is,    the  relr.tion  of  the  governi.ient  to 
agricultural   cooperation. 

In  the   early   twenties   the    so-called  commodity  cooperative  movement 
developed  with  great   rapidity  over  the   entire  United  States,    was  over-sold, 
placed  far  too  great   relia:ice  on  legal   coercions,    and  neglected  correspondingly 
membership,  morale,    loyalty  a:id  education;    pursued  in  most   instances  price  poli- 
cies which  were  predestined  to   follure;    and  in  individual   cases  exhibited  maiiy 
other  irq^ortant   weaknesses. 

Trirough  their   experience   with  the   corxiodity  cooperatives  many  jtierican 
fan.iers  learned  inrjortrnt  lessons  in  cooperation  and  in  econor'iics.      After  the 
McNary-Haughen  Plaii  failed  to  be  enacted  into   law,    Congress  under  the  leadership 
of  Mr.    Hoover  established  the  Federal   Fami  Soard  which  attempted  to  put  money, 
leadership  tmd  direction  behind  the  commodity  cooperative   idea  to   effect   a 
prograr.i  of  price   stnbilization  through  market  manipulotions  of  various  kinds. 
The  administration  attempted  to   solv-,   the  major  problems  of  the  agricultural   de- 
pression,  by  promoting,    directing,    and  assisting  a  widespread  nation;..l  network  of 
cooperatives. 

Cooperative  movements,   unable   to   pursue   their  normal   growth  and  de- 
velopment,  unable   to  make   their  mistrkes  on  a  small    scale,    over-stii-mlated, 
forced  to    serve   ends  beyond  their  pov/er,    on  the  whole  I  thirJc,    suffered  rather 
than  gained  as  a  result  of  the  governmental  ministrations  of  this  period. 


(?3 

Donocratic  victory  in  I932  brou;>it  about  a  cotrolete  reversal  of  Federal 
policy  as  frix  r.s  cooperatives  were  concerned.     As  a  najor  instruneut  of  the 
froveminent 's  a<.,Ti cultural  policy,    the  cooperatives  were  dropnel  like  a  hot 
p-)tato.      Tliis  in  itself  has  been  probr.bly  i.iore  favorable  than  not   to  the   fo-a:id 
growth  and  dcvelopr.ient  of  frrr.icrs  '    cooperatives. 

By  inai-ketint',  af;reei.;ent s  and  orders,   however,    aiid  throUf:h  its  aininis- 
trative  set-up   for  re^iilatin.,-  roarkets  through  a^;reei.ientE  and  orders,  nany  co- 
operatives have  had  their  foruer  najor  functions  taken  over  by  the  Federal   rejju- 
latin^  nachinery.     Our  niliC  cooperatives  are  bor{:aining  a<;:;encies  only  in  for:.i. 
Price   is  actually  set  by  Federal  or  State  administrator.      Systems  of  surplus 
control  or  allotment,   of  i.iarkct    stabilization,    are  marked  out  not  by  cooperatives 
but  by  f^overnmcntal   agencies  v/ith  the  coo'oeratives  a  more  or  less  iuportjint 
auxiliary. 

In  our  dairy  industry  at   least   farmers  must   raise  these  questions.,    "Pow 
far  is  it  >7ise   to  abandon  the  hard  method  of  fort^lnt;  cooperative  a&encios  as  a 
solution  for  their  problems?"   and,    "How  far  is  it  wise   to  pen.iit    the  f-^over.xient 
to  use  public  funds  a:id  the  police  power  to'  do   their  job   for  them?" 

There   arc   two   thin^ts  we  must  not    fort;et: 

1.  That   cooperative  orfjtinizations,   by  cojistantly  facing 
difficult  problems,    learn  throur^h  trial   and  error  how  to  meet  new 
problems  when  they  arise,   and,   because  of  this  experience,  become 
powerful  instrux.ients  for  fif:htint   the  .bat  ties  of  fan.iers  not   only 
in  the  economic  sphere  but   in  the  political,    and  at  the  bar  of 
public  opinion. 

2.  That   f:Covern2.'ienta2   agencies  designed  to   deal  with 
a/jricultural  problems  r.iay  become  apjencies   to  exjiloit   or  oppose 
the  farmer  just   as  easily  as  aeencies  to  assist   him.      It   is  just 
as  easy  to  have  a  governr.ient  coumitted  against  Of-.-riculture  as  one 
for  it.     The  relative  political   si&nifica:ice  of  agriculture  in 
the  United  States  tends  to  be  less  decade  by  decade.      This  is  an 
important   fact  and  it   would  seem  to  be   the  part  of  wisdom  for  the 
farmer  to  keep  his  economic  tools  in  his  o\7:i  control  and  in  (-rood 
order. 

This   second  problem,   I   think,    is  of  threat  importance'. 
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FINANCING  AIJD  tlAUAGEI'JENT 

George  W.   Larab,   President   Springfield  BaJik:  for  Cooperatives 
■  '  Springfield,   Massachusetts 
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The  protlecis  of  farriers*  cooperatives  nay  be  classed- as  legal,  -financial 
and  supervisional.      The  most    cornr.ion  legal  weakness  is  failure   to  provide  for  con- 
tinuing farraer  control.      With  the  passing  of  tine,   the  original   stock  in  a 
fanners'   cooperative   association  tends   to  pass  out  of  the  hands  of  active  patrons 
uiiless  the  by-laws  of  the  cooperative  provide   for  the   transfer  of  its   stock  to 
active  patrons  in  the  course  of  the  normal   turn-over  in  rnenbership.      For  exanple, 
a  milk-selling  cooperative  was  organized  some  35  years  ago,  but  half  its  members 
have   since  ceased  farming,  have  died,   or  have   sold  their  farms. 

The  danger  of  permitting  voting  stock  to  be  held  by  non-farmers  is  that 
the  control  of  the  association  may  go   to  unsympathetic  persons.      These  persons 
could  vote   the  institution  out  of  existence  and  defeat  its  very  purpose.     A  co- 
operative which  wants  to  obtain  financing  through  the   Springfield  Bank  for  Co- 
operatives must  have  at   least  90  per  cent  of  the  voting  stock  in  the  hjmds  of  the 
active  patrons. 

A  financial  weakness  of  many  cooperatives  is  evident  in  their  use  of 
credit.      They  ask  "How  much  can  we  borrow?"   rather  than  "Can  we  borrow  profita- 
bly?"    With  cooperatives  as  with  indivic3uals,    borrowed  capital   is   a  continual 
burden.      In  hard  times  the  interest  and  amortization  payments  may  be   enough  of  a 
hardship  to  wreck  the  business.     The   remedy  for  a  cooperative  which  cannot  hire 
money  profitably  usually  is  for  the  members   to  put   in  more  of  their  own  money. 
Then  they  won't  need  to  borrow. 

The   supervision  and  management   of  a  cooperative   are  never  in  a  strong 
position  if  they  are  left   to  one  nan.     The   tendency  is  to  pay  low  wages.     There- 
fore  relatively  inefficient  managers  are  hired.     But   capable  men  are  needed  and 
the   cooperative   should  be  willing  to  pay  for  then. 

Another  common  weakness  is  the  ignorance  of  directors  and  members  con- 
cerning details  of  the  business.      To   illustrate,    an  analysis  of  the  accounts  of 
a  purchasing  cooperative   shows  that   daring  recent  years  it  has  granted  extensive 
credit   to   its  members.      Today  its  accounts  receivable  are  practically  the  only 
equity  the   stockholder-members  have   in  the  business.      In  3  years  its  accounts 
receivable  have   increased  over  60  per  cent. 

The  extension   specialists   and  research  men  in  the   State  Agricultural 
Colleges  may  be  of  great  help   to   farmers'   cooperatives.      Frequently  too  little 
attention  is  given  to   sound  business  principles.      Often  too  inuch  emphasis  is 
placed  on  the  plight   of  individual   faxLiers.      When  a  group  of  farmers  has  diffi- 
culty in  selling  its  products,    in  purchasing  supplies,   or  in  obtaining  some 
special   service,    it   does  not  mean  necessarily  that   the  job  could  be  done  better 
by  a  cooperative.      In  actual  practice,    a  private   concern  may  be  able  to  do  the 
work  more  efficiently. 

Four  conditions   are   essential    to   the    succe-ss  of  an;/  cooperative   venture. 
These   are: 

A,      An  cbvious  opportunity   for  mutual   effort    to   accomplish  a 
task  that  private  business   cannot    do   equally  well; 
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B.  Faxners  thenselves  nust  be  mlliiig  to  put   in  enough  of 
their  own  money  to   capitalize,  the-yenture"  on  .a,,  safe  basis.     Usually 
they   should  provide   at  least  half  of  the  capital; 

C.  Efficient   and  intellig£!i-;t  najtngenent  with  an  active 
board  of  farr.ier-directors  to   formulate  policies;    and, 

D.  Active  participation  on  the  part  of  the  members,    either 
individually  or  through  their  el,ected  represejitatiyes. 
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HOW  MY  THE  STATS  EXTEITSIOH  AND  BESEARCH.  SERVICES  ASSIST  COOPERATIVES      ■   '^ 


W.   H.   Bronson,    Treasurer  New  England  Dairies 
Boston,  Massachusetts 


State   extension  and  research  services  have  been  of  very  great   assistance 
to   cooperatives,  particularly  in  the  early  days  of  the  cooperative,  novernent .      This 
assistance  first  was  given  through  the   educp.tional  prograns  of  the   colleges.      The 
teaching  staffs  brought  home  to   farmers  the  need  of  cooperation  in  the   solviiig  of 
-fam  problems,   both  from  the   standpoint  of  production  and  from  the   standpoint  of 
marketing.      The  introduction  of  the   county  agent    systeu  was  one  of  the  more  im- 
portant  causes  in  bringing  together  groups  of  farmers  to  work  out   their  problems 
in  the  cooperative  way.      The   cow  testing  associations   azid  similar  moves,    coopera- 
tive  in  nature,    were  the  forerunners  of  the  larger  marketing  cooperatives  \,hich 
followed  them. 

Back  in  1916  it   was   the  extension  service,    through  the   county  agents, 
which  was  in  a  very  large  degree   responsible  for  the.  fon;iation  of  the  New  England 
Milk  Producers'   Association.      The  Eastern  States  .Farmers*   Exchange  had  assistance 
in  its  early  days  in  the  working  out   and  the  establishment  of  open  formula  feeds. 
The   cooperative  egg  organizations  and  other  cooperative  movements  to  a  considera- 
ble degree  had  their  inception  in  the  Tyork  of  the  research  staffs  and  the  ex- 
tension services  of  our  New  England  agricultural  colleges.     The'  joint  New  England 
fruit    study  and  the  New  England  dairy  study  are  important  contributions  from  the 
research  staffs  in  providing  further  information  to.  our  cooperatives  which  is. 
helpful   in  solving   some  of  our  marketing  problems. 

So  when  we  discuss  the  question  of  "how"  we  must   remember  that  the  ex- 
tension services  azid  research  services  of  our  New  England  colleges  already  have 
accomplished  the  "how"   in  a  very  large  degree. 

Looking  into  .the  future  how  caji  the  cooperatives  be  helped?     Funda- 
mentally there  is  need  for  the' constant   development  among  farmers  of  an  edu- 
cational "prograzi  of  loyalty  to   the   cooperative  ideal.     Last  week  I  read  in  the 
Eastern  States  Cooperator  the  interesting  address  given  by  Professor  W.    V.  .Dennis. 
of  Pennsylvania  State  College  before   the  annual  meeting  of  the  Eastern  States 
Farmers''  Exchange.     Professor  Dennis  outlined  three  fundar-iehtal  lines  of  approach 
for  the   strengthening  of  the  organi.^?;ation: 

1.  The  development   of  'an  association-conscious  membership; 

2.  The  delegation  to   and  acceptance  by  this  membership  of 
specific  local  and  other  responsibilities;    and, 

3.  The  establishment  of  an   educational  prograi-'i  for  members 
and  employees. 

This  program  is  one  which  the  members  of  every  cooperative  could  adopt 
with  benefit   to   themselves.      The  extension  sei-vice  and  research  staffs  of  the 
colleges  can  be  of  material   assistance  in  helping  to   develop  the  educational 
program  find  assist   in  its  application. 

Coming  to   some  of  the   specific  problems  of  the   dairy  croperatives  in 
wluch  the  extension  services  can  be  of  assistance,    I   would  name  as  most   important 
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the  freeing  of  the  company  co-op  now  being  developed  from  the  domination  of  the 
dealers.      An  exatiple  of  that   donination  was   shown  last    suxmer.    •Ar'rangenents  were 
aade  betweon  the  Agricaitural  Adjustr.ieht 'Administration,    extension  services,    aiid 
representatives  of  the  producer  organizations  to  hold  a  meeting  at   Shelburne 
Falls,   Massachusetts,    to  discuss  the  proposed  federal  milk  order.     Preceding  the 
meeting,  however,    representatives  of  the  producer's  conferred  with  the  dealer  and, 
on  their  return  to  Slielburhe  Falls,    info" rrAed  the  county  a^ent  that  no  meeting  was 
to  be  held. 

From  newspaper  reports  there  are   indications  that  one  of  the  large 
dealers  will  attempt   to  have   the   federal  miljc  order  in  Boston  voted  out.      Signa- 
tures on. petitions  are  easily  obtained  if  a  reasonable    story  is  told  by  the  truck- 
man,   whose  loyalty  usually  runs  to  the   dealers..    Educational  work  o-fthe  extension 
services  can  be  an  important   factor  in  giving  producers  true  facts  upon  which  the 
producer  may  make  a  sound  decision  as  to  whether  it   is  in  his .interest  or  in  the 
dealers'   interegt  to  have  t^e  federal  order  out  o.f  the  Boston  market . 

Other  exanpies  could  be  given  which  indicate  the   distinct  need  at  ex- 
tension, service  jactivity  to   free  the  denier  cooperatives  of •  the  doni nation  of  the 
dealer. 

Methods  must  be   developed  whereby  all  producer  gromps'  may  work  together 
as  a  unit  on  milk  marketing  problems.'    The  extension  servipe  could  be  an  impprtant 
factor  in  bringing  these  groups  tdgothei-  for  this  purpose,.    ,   ■ 

.    We  all  realize  the  county  agents  are   so  busy  on  soil  conservation  that 
less  assistance  can  be  obtained  on  our  cdoperativo  problems,   but  an  o'.iucational 
program  which  gives  accurate  information  on  i-iarketing  problems  and  which  teaches 
the   fundaxnentals  of.  cooperation  is  needed  by  the  cooperative  movement   in  Hew 
England. 

From  the   standpoint  of  marketing, 'one  of  the  problems  we   face  is  that 
some  of  our  New  Englaaid  colleges  teach  very  little  marketing  and  the  graduates 
from   such  institutions  are  weak  'in  that    subject.      Thus,   when   such  college  gradu- 
ates go   into  county  agent   work  they  lack  the  proper  background  in  marketing  which 
is   so  necessary  in  the  develcpneiit  of  an   educational  program  among  producers. 

New  England  has  an  excellent  prograr.i  of  research  on  milk  marketing 
problems.      Some  very  excellent  work  has  been  done  alrea^,    such  as  Kamr,ierburg*s 
and  McLeoi's  work  on  milk- transportation,    and  the  recent  .work  of  Johnson  continu- 
ing Gans'    work  on  the  elasticity  of  the   supply  of  milk.      This' latter  work  is  of 
great   importance   to  milk  marketing  cooperatives.     We  need  further  studies  along 
this  line  so  that. we  can  forecast  the  production  of  milk  to   a  better  degree  than 
we  have  in  the  past . 

We  need  to  know  more   definitely  the   factors  which  affect   the  volume  of 
milk  which  will   be   available   for.  the.  market.      Dow's  work  in  Uaine   on  the  cost  of 
milk  nroduction  and  distribution  is  important.     Brown's   study  here  in  Massachu- 
setts of  the  operation  of  the  rating  plan  and  its  effect   on  production  will  be 
important   in  laying  out   sales'  plans  for  secondary  markets. 

There  never  was  a  time  rhen  further  research  and  the  development   of 
facts  helpful   to   ccoperativt=s   was   so    important.      There   never'  has  been  a  time 
when   GO  much  statistical  material  on  the  dai-ry  industry  was  available  as  there  is 
trday,    largely  the   result  of  the  collection  of  data  by  the' Milk  Control  Boards 
and  the  Federal  Milk  Administrators.      Connecticut   State  Agricultural  College  and 
the  Connecticut  Milk  Contril  Board  are  working  cooperatively  on  the  material 
available   from  the  Board  and  some  yery  good  information  is  being  developed. 


It  would  lie  very  helpful  to    the   cooperatives  if  similar  work  in  other  ' 
states  could  he   carried  on  in  a  cooperative  way  hetween  the  Milk  Control  Boards 
and  the  colleges.      The  more   facts  which  are  uade  available  to   our  cooperatives 
from  the  research  staffs,    the  "better  the  educational  program  which  day  be  de-. 
veloped  along  cooperative  lines  by  our  extension  staffs,   the  more   successful   and    ' 
the  better  the   job  that   can  be  done  by  the  cooperatives' in  New  Enfjlnnd. 

Speakine  for  our  organization  we  want   to   express  our  appreciation  for 
the   assistance  which  has  come  to  us  from  the  research  and  extension  staffs  in 
New  England  a-id  hope  that  in  the   future  we  can  continue   to  have   further  assistance 
in  solving  our  problems. 


II 

Q?ientin  Reynolds,    Manager  Eastern  States  Fartiers'  Exchange 
Springfield,   Massachusetts 


There  are   still  those  who   labor  under  the  delusion  that   experiment 
stations  pjii.  extension  services   should  scrupulously  avoid  helping  farmers  through 
their  cooperatives.      The  Congress  of  the  United  States  by  a  long  series  of  acts 
has  indicated  that  the   development  of  cooperative  credit   and  the  organization  of 
purchasing  and  marketing  associations  is  an  important  part  of  the  national  farm 
policy.      Therefore,    experiment    stations  and  extension  services  are  in  harmony- 
with  the  national  farm  policy  when  they  assist    cooperatives   to  help   farmers. 

It    seems  to  me  that   the  experiment   stations  naid  the  colleges  may  di- 
rect  their  aid  to  cooperatives  along  two   lines.      They  cpxi  develop   a  clearer  under- 
standing of  the   fundamental  principles  of  cooperation.     On  this   foundation  they 
can  build  an  under st abiding  of  its  limitations  and  possibilities,    of  the  principles 
on  which  cooperating  farmers  must   rely  to  operate   soundly,    and  of  the  responsi- 
bilities of  members,    directors,    and  managanent . 

Membership   relations,    for  instance,   might  be  put  on  a  sounder  basis  If 
a  study  were  made  of  how  farmers  coxi,    as  a  practical  matter,    exercise  more  ef- 
fectively the  responsibilities  of  member-ship   so    far  as  administration  is  con- 
cerned.    How  active  can  a  man  rurining  a  family  farm  be  in  exercising  initiative 
Calculated  to   develop  through  the  directors  policies  best    suited  to  his  needs? 
A  good  cooperator  has  membership  responsibilities  in  mutual    savings  banks,    in 
insurance   companies,    in  credit  unions,    and  in  Land  Bank,   marketing  and.  purchasing 
associations.     How  many  meetings  can  he  attend,    a:id  how  active  can  he  be  at    such 
meetings?      If  he  cannot  be  active,   how  best   caii  he  obtain  the  advantages  which 
entearprises  conducted  cooperatively  with  his  associates  might  provide? 

There  is  continuing  need  for  a  detached  approach  to   all   sorts  of  phases 
of  cooperation.      Such  an  approach  will   contribute   something  important  to  the 
building  of  stronger  cooperatives.     To   date   the  c^jproach  of  educational   insti- 
tutions tends  to  be    superficially  pro-management  if  it   is  friendly,    and  super- 
ficially destructive   if  it   is  not. 

The  experiment    stations   and  colleges   also    can   assist    cooperatives  get 
at  the  facts  required  to  properly  support   the   services  which  they  uudertalce  to 
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extead  to   fnnncrs.     For  exnmple,    the  studies  nade  in  New  York- state  a  few  years 
ago  on  the  problans  of  the  distribution  of  fann  supplies  with  particular  emphasis 
on  credit  were. .put  to   effective  use- by  fanners.'   cooperative  purchasing  associ- 
ations.    The  work  the  stations  have   done  on  the  nutritional  needs  of  plants  aiid 
animals  is  an  essential  part  of  the   fertilizer  and  fee;1  progrprns  of  the  coopera- 
tive purchasing;  associations.      As  cooperative  purchasiiv:  associations  ^o   further 
into  procfessiTig,    they  need  more  intimate  answers  to  jn.niiy.  questions,    answers  irhich 
the  experiment    stations  oftent-inies  can  secure  more  effectively' than  an^'  other 
fJgency.  ,:  .      .   .  .■ 

In  response  to   a  request   for  infonaation  and  with  financial  assistruice 
from  the  Eastern  States,    the  Maine   station  now  is  comr.iencinfj  a  second  season  trj'-- 
ing  to   find  the  causes  of  stem-end  brorr-in^,     PennsylVcUiia  has  just   deterrained 
that   feed  does  no'.;   control  the  condition  nf  cc~g  whites.      Delawai'e  ie  observing 
the  ef foots  cf  vru.'irus  lypes  of  nitrogen  carriers,    fertilizer  concentrations,    etc., 
on  sweeo  pctatoes  ancf.  v?gdtr:bles       Connec:icat    is  continuing;  its  :.'ei..arkuble  corn 
breedin--  prcgrror'  ttirralxted  a  littlo  by  t;iie  offjrt  of  the  Saste:.'n  Sta;;es  to  naice 
the   v;:.luablo   s^ed  resulting;  from  these  invcsLifTations  a-"-ailable  to   tho  farmers  it 
serves.      In  wo3±-  6-f-'trfis'  sort,  ■the-.s'tatic.as-pust  .cont.inuo-  to  use   tnt-  purely   scien- 
tific  approach,    thus  r^ssJs<-ing  each  C'ooperr.tiv.e  to  ■do-its  piactical   job  effective- 
ly by  providing  as  positive  accual  kr;owle:i<.i;e  as  it  is  possible    to   obtain 

The  extension  service  worker  will  bo  of  greatest   assistsjice   to   coopera- 
tives  if  he  understands  thbroughlythe  co.nclu^ions  cf ,  the   stations  gnd  colleges 
and  devotes  his   time   to  helping; 'farmers-. apply  these  conclusions  ii^^  the   solution, 
of  their  respective  pro'blems.      Thus  he  v.dll  know  what   f pinners  noed  in,  the  i^-oy  of 
credit,  marketing,    or'purchasing  service.      He  will  knovi-  what   the  .cooperatives  in 
the   field  have  to  offer.      He  will  knew  how  farmers  can, use  the   service  which 
exists  and  how  to  help  them  improve  it. 

As  the  extension  worker  helps  farmers  to  understand!  cooperatives,    to  "use 
cooperatives,    and  to  build  and  strengthen  cooperatives,   he  will  be  helping  the 
cooperatives.     Blind  support  ,and  cantious  criticism  are  not  consistent  with  the 
traditions  of' extension.  '    Criticism,,  constructive  ci-iticisra,  .the  cooperatives  will 
always  require.      Such  criticism  can  come  more  effectively  from  extension  thaii  from 
any  other  source.  r     '  .  . 

The  e:qperiment   stations,   colleges  and  extension  services,    with  which  I 
have   come  in  contact,    are   striving  effe.ctively-  t-o  go   along  the  road  I  have  briefly 
suggested  in  this  discussion.      It   is  consistent  with  a. national  farm  policy  predi- 
cated on  keeping  the  fai-aily  farm  a  strong,    independent,    self-sufficient  economic 
unit. 
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H..._.  P.,  Tompson,  President  Governor  Dyer  Cooperative  Market 
:  ■■;;■  '_    ;:"''' ' '""Trdvidence,  Rhode  Island" 

Friends  of  the  Institute: 

I  am  very  mudh  ihterested  in  , the  problem, before  us.  We  have  had  a  lot 
of  practical  and  cohstructive'' experiences  in- gettihg  men  to  work  together. 

Now,  to  have  the  proper  point  of  view  is  an  important  thing.   I  think 
that  the  extension  services  shoiild  have  much  to  do  with  establishing  the  proper 
point  of  view.   Fnat  Mr.  Reynolds  said  about  the  importance  of  the  research  work 
of  our  experiment  stations  should  be  emphasized.   Such  work  is  always  important 
for  any  organization.   Growers  are  meeting  continually  a  variety  of  problems. 
They  have  to  depend  upon  receiving. sound  knowledge.   It  should  be  available  to 
all  our  growers,  fpr  they  must  take  advantage  of  every  opportunity  to  economize 
in  production. 

New  England  is  in  a  position  where  every  economy  must  be  made.   Competi- 
tion is  very  keen  in  the  New  England  market;  and  every  advantage  shoiild  be  given 
to  growers.   The  situation  today  as  far  as  competition  is  concerned  is  very 
extreme.   They  should  take  advantage'  of  every  bit  of  knowledge  derived  from 
research.   It  is  important  for  dux  extension  service  to  see  that  proven  informatior 
is  brought  into  use,  and  is  not  left  just  as  an  experiment.   That  would  make  it 
more  costly  than  it  is  worth.   Growers  need  services  which  can  be  demonstrated 
insofar  as  possible. 

Instructions  are  fine,'  as  far/as  codperatives  are  concerned,  but 
usually  they  do  not' reach  the  average' farmel".  Much  of  the  talk' about  cooperatives 
is  out  of  reach.   Cooperatives  ought  to  be'simple  and' effective.   A  cooperative  is 
just  a  group  of  men  getting  together  for' a  common  purpose-   The  simplicity  of  the 
objective  is  important  to  a  complete  understahding  of  cooperation.   Some  coopera- 
tives are  complicated  rather  than  simple.     ' 

Here  in  Rhode  Island  we  have  had  extremfely  valuable  assistance  in 
setting  up  the  district  produce  market"  and" in  handling  our  market.   It  has  been 
successful  because  our  college  workers  had  understanding  and  a  friendly  approach. 
The  people  contacted'  felt  they  were  working  for  the  interests  of  growers.   They 
know' the  problems  of  the  producers.'  We  have  been  teaching  our  men  what  cooperatior. 
means.     '      ■       ■         '         '        "' 

The  college  men  experiment.   Our  problem  is  strictly  that  of  how  it 
works  in  practice.   I  bring  that  out  as' a  point.  You  need  practical  consideration 
in  the  construction  of  a  cooperative.   We  need  to  maintain  a  live  appreciation  of 
the  opportunity  that  a  cooperative  offets  and  of  the' accomplishments  it  has 
brought  about.'   ■  ■    ^  -  ■ 

Back  in  1910  and  lyil  the  older  men  were  selling,  their  products  on 
providence  streets,  paying  $35  to  $75  a  year  for  a  "small  space  which  they  were 
allowed  "to  use  from  5:00  to  gjOO  in  the  morning  only.   Now,  for  $Uo  a  year  a 
grower  can  have  the  facilities  of  our  market  all  day. 

The  extension  service  ropresehtatives  should'know  something  about,  our 
needs.   They  should  attend  our  meetings,  understand  our  problems,  eind  feel  free 
to  give  constructive' suggestions  rather '  than  to'  criticize^  Some  federal  repre- 
sentatives,  who  have'  no  common  interests  with  our  group  find  it  difficult  to 
present  information  in  a  useful  way.   We  should  like  to  invite  groups  of  growers 
from  the  Boston  market  to  visit  us  and  study  our  procedure.   In  turn  we  would 
welcome  an  invitation  from  them. 
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Sone  way  of  regrolating  supply  and  denancL  according  to  the  rtiles  and 
regulations  that  govern  such  things  should  be  developed.   There  should  he 
cooperation  between  the  cooperative  and  the  extension  service.  We  can   utilize 
that  service  better  throrigh  a  cooperative  than  as  individuals. 

Just  a  few  of  the  things  that  eire  inportant  in  the  relationships 
between  otir  cooperatives  and  the  extension  and  research  work  of  our  state 
colleges  have  been, stressed.  We  do  have  fine  cooperation  in  Hhode  Island. 


Alexander  E.  Cance,  Head  Departnent  of  Eco;..onics 
Massachusetts  State  College,  Aiahorst,  iuassachusetts 


All  of  the  preceding  speakers  have  stressed  a  nuuber  of  helps  which  the 
colleges  nay  give  to  cooperative  organizations.   I  hope,  in  the  few  uinutes  which 
I  have,  to  take  a  soi^owhat.  broader  view  of  the  relationship  between  the  colleges 
and  the  cooperatives  and  perhaps  a  souewhat  broader  view  of  cooperation  itself. 
It  is  evident  that  there  are  two  periods  in  the  life  of  a  cooperative  organization 
in  which  the  college  nay  be  of  very  great  assistance. 

First,  in  the  organization  of  new  cooperatives,  colleges  nay  give  advice 
in  regard  to  the  legal  set-vip,  the  forn  of  organization  and  the  financial  set-up. 
I  feel  sure  that  uany  cooperatives  would  not  have  been  fornod  prenaturely  had  the 
sponsors  been  aware  of  the  difficulties  which  the  neabers  of  a  cooperative  organi- 
zation nust  neet,  or  of  the  responsibilities  and  duties  they  nust  ass\3ne,  if  they 
are  to  develop  a  strong  association.    .     ; 

As  a  natter  of  fact,  it  would  seen  to  ae  that  extension  aen  should  lay 
stress  upon  difficulties  and  responsibilities  rather  than  upon  privileges  and 
opportunities,  because  very  frequently  the  prospective  co operators  are  likely  to 
be  over-optiaistic  and  perhaps  over-sold  on  the  prospective  advantages  a  coopera- 
tive association  will  give  then.  Hence,  I  woiold  say  that  the  first  assistance 
which  the  colleges  nay  offer  should  be  to  point  out  the  lions  in  the  way  of  a  new 
business  organization. 

Eaxlior  in  this  Conference,  it  was  clearly  shown  that  organisations 
that  are  now  on  their  feet  and  have  been  doing  business  for  a  nunber  of  years 
need  assistance  in  solving  their  nanageuent  problens.  Nearly  all  of  then  need 
sone  help  in  their  bookkeeping  and  cost  accounting.   Off-hand  I  know  of  very  few 
extension  cen  in  New  England  who  are  crpable  of  helping  cooperatives  with  their 
unit  costs  or  of  enabling  theu  to  set  v$   an  accounting  systec  that  will  deteraine 
just  where  they,  stand  financially  and  just  what  their  \init  costs  are.  Nevertheles: 
I  cua  sure  that  the  cooperatives  night  rightly  turn  to  the  colleges  for  this  help 
and  this  assistance. 

Looking  beyond  the  offer  of  inaediate  service  in  these  practical  ways, 
I  an  convinced  that  the  best  and  aost  helpful  service  a  college  nay  give  to 
cooperatives  is  enthusiasa  and  optinisu  in  pushing  fprr/ard  the  cooperative 
novenent.   Extension  '.vorkers  to  do  efficient  work  nust  be  enthusiasts;  they  nust 
feel  that  their  cause  is  a  good  one  and  nust  pursue  it  as  if  it  were  the  very 
best  cause. 


As  a  natter  of  fact,  I  think  ve   have  grown  rather,  lethargic  in  our 
attitude  torrarl  cooperation---  It's  getting  to  "be 'an  old.  story  which  -vfe  take  for 
granted.  -We  need  to  renevvouT'  early  enthusiasi.-i  for  and  our  'encoura,';;ing  ho\;eful 
attitude  toward  cooperative'  endeavor,  first  for  Diisiness  purposes  ju'^d  second  as 
a  connunity  undertaking.   In  the  larger  view,  cooperation  is  not  only  a  business, 
it  is  really  a  way  of  life.   Very  many  coi.rmnity  endeavors  night  be  acconplished 
"better  if  'the  coiriunity  worked  together  in  the  doing  bf  theii. 

I  speak  as  if  gut-  extension  service  people  in  general'  should  have  a 
rather  wide  knowledge.  "While  we  have  some  Icnov.'ledge  of  our  cooperatives,  of  the 
trends  of  the  tines,  and  of  the  fundanentals  of  indtistry,  we  should  understand 
the  place  of  cooperation  in  our  industrial  anii  social,  life.   "What.  ij3  the^ogger.-,- 
ative  field,  the  thing  no st  needed,  the  status  of  cooperatives  and  of  the  cooper- 
ative .'nove.-nent? "  We  want  to  feel  they. have  a  place  rnd  should  work.   We  should 
learn  how  to  get  then  to  work.  '   ■  '"•  /  "  ' '""    . 

Our  extension  services  and  our  county  agents  should  endeavor  to  decide 
just  what  place  cooperation  should  have  in  the  business  aau  the  social  life  of  a 
connunity.   There  is  a  place  for  cooperative  endeavor;  a  place  and  a  field.for 
individiial  endeavor;  a  part  of  our  econonic  activity  should  "be  carried  on  "by 
"business  corporations;  and  apparently  there  is  a:a  increa,sing  area  of  governnent 
activity. 

Having  detemined  the  field  for  cooperative  endeavor,  I  "believe  that  our 
colleges  should  work  this  field  and  give  all  possible  encoufagerjent  to  its 
developuent .   In  observation,  I  have  found  uany  cOuhty  agents  and  extension  nen 
rather  -luke  war„;  in  their  attitude.  'As  long  as  they  have  this  attitude  they 
can.not  give  very  great  assistance. 

Cooperative  education,  like  charity,  should  begin  anong  the  teachers 
thereof.   Apparently  the  idea  has-  gotten  about  that  the  responsibility  for  this 
activity  rests  upon  .the  agricultural  economists.   It  is  true  that  th.c  agricultural 
econouists  have  done  nore  work  in  this  field  than  perhaps  any  other  of  our 
extension  nen,  because  in  Ancrican  agriculture  cooperation  has  been  United 
chiefly  to  marketing  and  purchasing.   But  all  extension  nen  siiould  bo  interested 
in  the  cooperative  novenent  insofar  as  this  nove.nent  is  really  to  be  encouraged. 

The  expert  in  apple  growing  or  in  aninal  husbaiidry  or  poultry  raising 
should  join  i/ith  the  econonist,  the  agrononist,  and  the  other  extension  special- 
ists in  developing  the  novenent.   The  sane  holds  for  research.   It  is  onl^a.few  . 
years  since  we  have  had  a  real  connunity  of  interes't  aiaong  the  "Jural' experts,  'in 
naking  plans  the  production  nen  were  very  likely  to  ignore  the  narket  nen.  More 
recently,  there  has  been  iiuch  nore 'effective  cooperative,  effort  in  the  attei-iipt  to  • 
solve  .the  problems  which  famers  must  neet,  but  these  mutual  undertakings  have 
not  extended  as  far  as  they  should  in  planning  cooperative  activities. 

.College  nen  should  lead  the  way"  in  the  encoura-^ement  of  cooperation 
among  organizations,  •  first,  organizations  dealing  .with  the  sa-jc  conuodity  or  the 
same  service.   This,  of  course,  is  sonetines  a  difficrJ-t  prcblen.   Individual 
organizations  desire- to  remain  individual  and  as  a  r<.;sult  develop  cooperative 
competition.   Tlie  success  of  t"ne  coo^.;erative  .movenen-c  depends  on  the,  cooperation^ 
of  cooperators. 

Then,  there  should  be  cooperation  between  .organizations  that  are 
str:iving  for  the  sane  end  and  yet  are  of  distinctly  d:"  l.T"Lr-.ir.t  .natures.  Recently 
30  orgvjiiEations  joined  in  a  Western  Massachusetts  Coun'^il  ■.■l::t:s' 'j;urpose  will  be 
the  cCixser^T'Loion  and  '.vholesone  exploitation  of  the  r^x-'al  r .-.  c-.rccH  01  t^^e  Western 
Massa:!husetts  Counties.   It  was  interesting  to  note  that  eo.-jh  cf  these  jG  or  more 
organizations  is  devoting  its'  energies  to  a  certain  branch  of  lurai  progress.  .  The 
Co^jncil  will  endeavor  to  strengthen  the  ains  and  purposes  of  all  the  organizations 
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by  united  effort.   This  is  a  fom  of  cooperation  \:liich  I  axi  very  certain  county 
agents  nrvy  encoura^^e;  they  should  feel  that  they  r.re  called  upon  to  encourage 
these  coununity  efforts  and  this  unity  of  action  between  organizations. 

The  tine  has  cone  to  enlarf;e  the  cooperative  novenent  by  reorganizing 
the  consuners'  organizations.   It  is  certain  that  the  consuner  cooperatives  are 
going  to  increase.   There  is  a  trenendous  push  at  the  present  tine  to  encourage 
consuner  education.  All  sorts  of  people  and  al.l  sorts  of  orgmizations  are  laying 
stress  on  cons\aner  education  frou  various  anijles  aiid  consu-ier  cooperatives  axe 
increasing  in  nunbers  and  in  strength.   Moreover,  I  thinlc  uony  of  thaJ  are  being 
built  very  solidly.  Already  they  are  setting  up  schools  for  the  instruction  of 
nanagers  and  accountants  in  cooperative  stores  and  cooperative  consuner  services. 

Sone  antagonisn  has  been  nanifested  by  our  county  agents  to  this 
consuner  novenent.   This  should  not  be.   In  fact,  I  feel  yarc  tnr.t  cooperative 
consuners  and  cooperative  producers  can  find  a  neeting  grourd  to  tneir  nutual 
advantage.  As  a'uatter  of  fact,  it  is  altogether  likely  that  our  purchasing 
associations  will  be  the  nucleus  or  the  spearhead  of  the  ocnprign  to  develop 
consuner  cooperation  first  anong  farners  and  later  anong  city  d.Tellers. 

The  consuner  novenent  lays  eijphasis  on  the  fact  that  connodities  and 
services  are  produced  for  use  and  stand  or  fall  by  the  uanner  in  wh-'.ch  they  neet 
the  needs  of  the  user.   Consuners  are  interested  in  satisfactions.  They  vrant 
nore  things  and  services  that  will  better  serve  their  purposes.   Their  econony 
is  the  econony  of  abxindance,  and  their  price  policy  is  "IjOwer  prices  for  better 
goods."  Their  notto  is  "The  nore  the  nerrier, "  in  contrast  to  the  notto  of  nany 
producers  and  profit  seekers,  sone  far..:ers'  organizations  and,  it  is  whispered, 
the  Federal  Departuent  of  Agriculture  -  "Tlie  fewer  the  better." 

Evidence  of  this  profit  seeking  objective  is  found  in  the  greater 
enphasis  placed  on  higher  prices  by  nany  of  our  selling  associations,  rather 
than  on  better  quality  and  lower  costs.   Sone  attention  to  the  econonics  of 
engineers,  hone  econonists  and  consuners  would  be  wholesoue  and  iirproving  not 
alone  to  nanagers  of  cooperatives  but  also  to  those  of  us  who  teach. 

For,  in  a  rapidly  changing  world  in  which  circixnstances  and  conditions 
shift  so  frequently  that  we  wonder  whether  axiy   pernanent  plan  or  policy  can  be 
nade,  there  are  sone  certainties.   One  of  these  is  that  better  goods  at  lower 
prices  will  attract  custoners.  The  individual  or  the  cooperative  corporation 
with  the  best  ratio  between  quality  and  price  will  do  business  through  good  tines 
and  bad.   Custoners'  wants  fluctuate;  advertising  and  sales  policies  get  outworn; 
new  gadgets  and  novel  products  drive  out  the  old;  but  "good-quality-for-the- 
price"  nerchandise,  whether  it  be  lipstick  or  liver,  will  always  find  a  waiting 
bToyer . 

Consuner  study  is  throwing  a  strong  spotlight  on  ajiother  certainty  in 
industry.   Good  will  stands  out  as  significantly  as  surplus.  Lay  up, for  your 
cooperatives  treasures  of  good  will  and  when  evil  days  cone  they  will  bring 
satisfactions  with  then.   The  good  will  of  enployees,  custoners,  patrons  and 
nenbers  is  a  sure  anchor  against  storn  tides  ruid  crises.  Extension  services  nay 
well  give  nore  study  to  the  neans  and  nethods  by  wnich  associations  nay  accunulate 
this  nost  desirable,  indeed  essential  resource. 

Finally  it  is  as  certain  as  anything  hunan  can  be  that  cooperative 
business  nust  ^-o  on.  A  few  days  ago  I  talked  witn  the  nanager  of  a  great  sugar 
plantation  in  Mexico.   The  Mexican  Governnent  has  just  taken  over  the  vast  land 
holdings  of  his  corporation  and  allotted  it  to  the  laborers.  Alnost  overnight 
the  whole  econonic  set-up  has  been  overturned.   "TBhat  are  you  going  to  do  about 
it?"  I  asked.   "We  have  been  carryixig  on  our  business  in  Mexico  for  nany  years," 
r-e  said.   "We  ha^e  enco\intered  nany  difficulties  and  seen  nany  changes.  As  far  as 


possible  we  have  tried  to  anticipate  them  and  we  have  always  met  the  Government  or 
the  inevitable  at  least  half-way.  •  Our  policy  is  and  always  has  "been  the  same,  'we 
must  adapt  our  program  to  our  circumstances  and  our  business  must  go  on.'" 

Such  a  policy  is  impressive;  it  is  statesmanlike;  best  of  all  it  squares 
with  the  eternal  verities-  BusiilesS  and  industry  must  go  on.   Cooperative  busi- 
ness, changed,  adapted,  reformed,  realised  with  the  spirit  of  the  age,  will 
continue. 


jtis 


FARM  FRICSS  AND  COQPEHATION 

p.  L.  Thomsen,  Principal  Agricultural  Economist 
S.  Bureau  of  Agricultural  Economics,  Washington,  D-  C 


You  aure  familiar  with  P-rofessor  Warren's  discussions  of  the  general 
price  level,  with  the  general  movements  of  prices,  and  the  fact  that  the  price 
situation  affects  all  of  us  in  one  way  or  another.   An  inefficient  farmer,  like 
a  poor  business  man,  may  have  a  greater  chance  of  success,  if  his  operations  are 
carried  on  under  favorable  general  economic  circumstances  and  a  rising  price 
level,  than  does  the  efficient  farmer  or  business  man  trying  to  "buck"  a  declining 
price  level  or  an  industrial  depression.   This  may  be  illustrated  by  a  "true 
story." 

About  five  years  ago  I  met  an  old  retired  farmer  who  was  very  proiod  of 
his  success.   This  farmer  had  begun  with  practically  nothing,  had  been  able  to 
make  a  living  on  his  farm,  aJid  finally  had  sold  his  farm  during  the  War  and 
invested  the  proceeds  in  government  bonds.   He  claimed  that  he  never  had  soiaght 
help  from  the  services  of  his  State  College  or  asked  the  county  agent  for  advice, 
holding  these  aids  in  sone  contempt.   Yet  his  business  v/as  a  success  compared 
with  that  of  another  farmer,  a  graduate  of  the  College  of  Agricvilture,  who  used 
the  services  of  the  Extension  Service  regularly  and  attempted  to  keep  up  to  date 
on  "scientific"  methods  of  farming. 

This  second  farmer  bovight  his  farm  just  before  the  great  post-war 
deflation  of  prices.  He  paid  a  high  price  for  the  land  and  had  a  large  mortgage. 
Then  prices  fell.   For  a  while  he  was  able  to  pay  the  interest  on  his  mortgage, 
and  his  taxes.   Finally  as  a  result  of  falling  prices,  he  found  himself  unable 
to  meet  his  interest  payments  and  to  pay  his  other  debts. 

Contrast  the  progress  of  the  so-called  poor  farmer  who  had  an  excellent 
record  with  that  of  the  college-graduate  farmer  who  had  a  poor  record,  due  in 
each  case  almost  entirely  to  circumstancds  quite  beyond  their  control.   The 
financial  failure  of  the  college  graduate  was  due  to  his  inability  to  foresee, 
or  to  adjust  his  business  to,  the  coming  changes  in  the  price  level.  His  college 
course  had  not  included  training  in  economics  or  prices. 

How  many  others  have  been  thrown  into  the  same  situation?  Not  only 
have  individual  farmers  been  affected  but  the  whole  welfare  of  agriculture  has 
been  associated  very  directly  with  movements  of  the  commodity  price  level.   The 
history  of  agricultural  distress  and  prosperity  is  essentially  the  history  of 
this  price  level. 

During  its  more  than  a  half  century  of  existence  in  the  United  States, 
cooperative  marketing  has  been  greatly  affected  by  movements  of  the  general  price 
level  and  by  general  business  conditions  affecting  the  demand  for  farn  products. 
Cooperative  marketing  was  cradled  in  the  rural  adversity  which  followed  the  post- 
Civil-War  deflation.   It  was  nurtured  by  the  deflation  of  the  post-World- War  years, 
and  again  by  the  drastic  declines  in  prices  during  the  depression  which  begsin  in 
1529-   Falling  prices  were  responsible  for  a  great  deal  of  distress  among  farmers, 
who  looked  to  the  cooperative  movement  for  help.   The  farmer  noveuents  are  closeljr 
tied  to  movements  of  the  price  level. 

But,  while  periods  of  falling  prices  have  witnessed  increased  interest 
and  participation  in  cooperative  marketing  on  the  part  of  farmers,  they  have  had 
also  some  adverse  effects.  Because,  with  a  declining  price  level,  it  is  hard  to 
show  results  of  which  a  member  will  approve,  especially  if  he  does  not  -understand 
what  is  happening. 
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Cooperntive  associations  organized  near  the  teginning  of  a  rising  price 
trend  are  i.nich  nore  likely  to  succeed  th.?Xi  those  -vhich  have  to  fight  a  rapidly- 
falling  narket.   This  is  particularly  trae  of  those  which  engage  in  holding 
operations.   No  doubt  nany  cooperatives  would  have  had  a  uuch  better  record,  if 
the  trends  in  the  general  price  level  rJid  in  dcMrjid  conditions  had  been  recognized, 
rjid  uarketing  policies  adjusted  accordingly. 

As  a  result  of  such  disappointments,  for  which  they  were  .'not  priurxily 
responsible,  several  cooperatives  have  gone  to  the  v/all .  A.,declining  price  level 
has  led  to  difficulties  for  uany  orgaiiizations.   Por  exanple,  I  know  of  one 
cooperative  that  was  f  omed.  about  1^25  to  handle  a  certain  non-perishable 
connodity.   Famers  were  persuaded:  to  let  the  cooperative  sell  the  product.  Loans 
were  obtained  frou  the  governiaent.  Menbers  received  advances,  but  not  to  the  full 
narket  value  of  the  product.   Orderly  marketing  was  adopted  and  such  qiiantities 
sold  as  the  uarket  would  absorb  at  prices  the  aano^eaent  considered  fair. 

Prices  started  dovm.  As  prices  fell,  the  cooperative  stopped  selling, 
waiting  for  a  rise  in  price.  As  a  result,  it  was  claiued  that  the  policy  of  the 
association  lost  noney  for  the  ::ienbers,  that  the  faraers  received  less  for  their 
product  than  they  would  have  received  if  they  had  sold  it  ii.ir-iediately  instead  of 
putting  it  in  storage  through  the  cooperative. 

Later  on,  when  the . trend  of  denand  started  up  again,  this  sane  organi- 
zation disposed  of  its  holdings  as  rapidly  as  possible,  although  the  change  in 
the  denand  situation  night  have  indicated  tnat  the  original  procedure:held  uore 
pronise  of  profits-   The  point  is  that,  if  the  sales  policy  had  been  better 
adapted-  to  the  trend  of  denand ^and  prices  in  both  of  these  periods,  nenbers 
would  have  been  benefited  and  would  have  been  better  satisfied  Tiith  the  results 
of  cooperation. 

Cases  v/here  these  prospective  changes  in  price  levels  have  not  been 
^aken  into  account  are  plentifxil,   A  cooperative  association  cannot  select  a  set 
of  operating  procedures  and  sa;^-  these  are  our  nethod-s  and  we  are  going  to  follow 
then  through  regardless  of  outside  developaents.   It  nast  adjust  its  operations 
to  changes  in  the  price  level  and  to  general  econouic  conditions. 

Of  coiirse,  changes  in  the  price  level  and  general  denand  conditions 
affect  private  business  organiz?itions,  farners,  and  nany  other  individuals  just 
as  nuch  as  they,  do  cooperative  narketing  associations.   Therefore,  we  are  all 
interested  in  following  these  uovenents  and  trying  to  see  v/here  we  are  at  a 
given  tine.  •  .      . 

Fron  1933  'to  1937  tiie  price  level  was  rising.   Jam  incoue  also  was 
increasing.   In  1937  gross  faru  incone  in  the  United  States  was  about  10  billion 
dollars.   Of  the  10  billion  dollars  of  total  gross  incoae,  1-5  billion  dollars 
represented  the  Value  of  products  cons-uned  on  farns.  Around:four  hundred  nillion 
dollars  represented  pa^'nents  received  fron  governnent  agencies,  such  as  the 
Agricultural  Adjustment  Adninistration  and  the  Far..;  Security  Adi-iinistration. 
Eight  billion  two  himdred  nillion  dollrjs  represented  cash  incone  fron  far::i 
narketings.   The  total  gross  f am  incone  rose  fron  5^  billion  in  1932  to  10 
billion  in  I937. 

Farners  seen  to  be  nuch  nore  interested  in  prices  than  in  total  incone, 
which  is  unfortunate  in  sone  respects.  Apparently  they  would  rather  sell  one 
dozen  of  eggs  for  60  cents  than  sell  two  dozens  at  35  cents  a  dozen.   So  let  us 
see  what  prices  did  during  this  period  of  five  years.   In  1932  the  index  of  prices 
received  by  famers  was  65,  in  I937  it  was  121.   In  1929  the  index  was  1^. 

Bat  in  1937  the  prices  paid  by  farners  for  connoditios  Were  30  per  cent 
higher  than  the  pre-war  prices,,  -which  neant  that  the  ratio  of  prices  received  to 
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prices  paid,  or  the  per  UTiit  puj:chasin^:  power  of  the  faruer's  uollox,  was  93- 
In  1932  this  ratio,  or  so-called  purc^iasing  power,  was  only  61. 

Duriris  the  first  half  of  I932,  hov/ever,  incoue  was  dov/n  ahout  I5  per 
cent.  Prices  were  down  25  per  cent  anO-  the  ratio  of  prices  received  to  prices 
paid  was  back  to  75. 

What  are  the"  causes  of  that  lost  ground?  Was  it  the  increased  supplies 
of  ar^  product?  We  have  a  large  crop  of  wheat  this  year.  Last  year 'there  was  a 
lar^e  crop  of  cotton,  and  stocks  are  very  large.  But  in  general, '  we  cannot  explain 
this  downward  uoveuent  of  prices  and  incoues  on  the  basis  of  changing  supplies. 
It  scer.s  to  ae  it  is  due  to  two  things:   first,  a  general  decline  in  c0ij.M0dity 
prices,  -  copper,  rubber,  tin,  and  aany  other  products  have  gone  down;  a:ad  second^ 
a  decline  in  consuaers'  incoues  cUid  therefore  in. the  consumer  deuand  for  eggs, 
butter,  ueats,  and  ot.ier  foods. 

The  index  of  business  activity  last  sm-u^er  was  117-  For  the  uonth  of 
June  193s  it  uay  be  arovind  75-  Business  v/ould  be  even  worse  off  if  the  export 
trade,  whicii  has  held  up  relatively  well,  was  taken  away. 

There  -ire  sone  ixiportant  differences  between  the  I529-32  depression  and  • 
the  present  recession.  ¥e  do  not  have  nov^  the-  saae  sort  of  financial  deflation. 
that  we  had  at  that  tine.  Banks  are  not  failing.   Wo  do  not  have  the  sai-ie  general 
speculative  situation  to  deflate.   Hie  uneuploynent  problea  is  being  cared  for  in 
a  different  way.   In  the  great  depression  people  were  out  of  uork  and  there  was  a 
great  deal  of  private  relief,  but  no  rerJ.  wa^^  of  taking  care  of  these  people.   Now, 
the  uneioployed  still  have  a  large  aggregate  purchasing  power  through  relief  pay- 
nents.   For  these  a^id  other  reasons,  we  aay  expect  the  present  business  recession 
to  be  relatively  sliort. 

Another  question  in  which  we  arc  interested  is,  where  o-re  we  going  fron 
here  so  far  as  the  long-tiiie  trend  of  coiiLiodity  prices  is  concerned?   Sono 
econoLiists  will  say  v?e  are  headed  for  a  continuance  of  the  irregularly  declining 
price  level  which  has  been  in  progress  since  the  World  Wax.   They. base  their 
belief  partly  on  the  increasing  world  production  of  raw  naterials. 

Other  people  predict  a  gener.?JLly  rising  price  level,  interrupted  by 
slight  recessions,  with  increasing  business  activity.   This  prediction  is  based 
on  two  things:   first,  increased  nonetar^'  stocks  of  ^old,  resixLting  in  a  auch 
larger  credit  base  available  for  the  expansion  of  credit,  and  therefore  available 
to  support,  a  auch  higher  price  level;  second,  the  belief  that  world  population 
will  increase  sufficiently  to  absorb  the  "surplus"  supplies. 

Those  responsiblo  for  the  conduct  of  coxy   ousiness  eJiterprise  uust  keep 
in  constant  touch  with  these  over-all  conditions  which  iiave  so  uucn  to  uo  with 
success  or  failure.   They  aust  foru  Judgnents  regardin,;  probable  future  conditions 
in  order  to  uake  the  necessary  adjustaents  in  business  policies. 

Tlie  sad  part  of  it  is  that  in  foruiolating  these  judgaents  it  is 
necessary  to  rely  so  largely  on  subjective  appraisals  of  conditions.  Scononics 
as  a  science  has  uade  relatively  little  progress  in  evalimting  the  different 
factors  responsible  for  changes  in  the  general  price  level  a;id  the  deaand  for 
fara  products.   In  recent  years,  it  has  been  possible  to  utilize  objective  or 
scientific  nethods  to  sone  extent  in  forecasting  general  business  conditions  and 
deaand  for  relatively  short  periods  of  tLae,  but  longer-tine  aovenents  are  uuch 
acre  difficult  to  apprehend. 

Econoaists  are  not  even  agreed  on  the  principal  causes  of  long-tiae 
aovenents  of  the  general  price  level,  and  the  roles  played  oy  nonetary  and  non- 
nonetary  factors  in  these  noveaents.   Eiis  is  illustrated  by  present  conflicting 
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appraisals  of  the  probable  future  aov-ement -of -commodity,  prices-during  the  next 
decade  or  rnore^ 

G-radually,  however,  we  au'e  atle  to  test  in  the  light  of  actual  experience 
the  different  theories,  bearing  on  these  questions,  which  have  been  advanced  since 
intensive  thought  was  given  to  the  problem.   It  is  to  be  hoped  that  this  experience 
will  eventually  permit  us  to  forecast  with  greater  confidence  these  important 
economic  changes,  and  perhaps  to  control  them  in  much  greater  degree  than  is 
possible  at  the  present  time. 
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LIAHKETING  PROBLEMS  OF  LJISSACHUSETTS  COOPERATIVES 

Ellsworth  W.  Bell,  Extension  Economist 
Massachusetts  State  Colle^-e,  Amherst,  ^iassachusettE 


Che  market irijg  problems  of  Massachusetts  cooperatives  are  not  particularly 
different  from  those  of  any  other  particular  region  of  the  country,   i^iassacnusetts 
either  has  at  the  present  time  or  has  had  some  time  in  the  past  ji'bo-ut  ev^ry  t^'ps  of 
cooperative  that  has  ever  heen  organized  to  carry  out  an  action  prJi--rui.   .Tf  any 
type   has  been  missed  up  to  now  we  expect  to  try  it  some  time  in  t'-j  ?•  fnlLir't;. 

In  a  broad  way  it  is  not  difficult  to  sketch  the  market.-'rig  pro>lcraG  of  a 
cooperative.   It  is  more  difficult  to  outline  a  solutior.  for  rh-^^e  p:roo]o::r 
Usually  the  most  difficult  problems  to  solve  ai'ic-.-  :?roTn  the  .?u\"*'-.--n-i.  ma:k'.,i. ing 
operations  for  which  the  cooperative  was  orgnriz./d.   M'aese  bcx-o'ne  Vx:.'?  .aJ/  chore 
of  the  manager.  Usually  he  donends  quite  hoav.'l;'  wycn   ih-j  sappcrt  ana  the  advice 
of  the  board  of  director's  in  ^x^^.-u^-Jng  the  i vi. :••  t :. or. s  oi  the  crg;\ni2aticn  to  the 
greatest  advantage  of  the  iiismbtrs- 

For  the  purposes  of  this  paper,  vfhat  might  be  recognized  as  the  most 
typical  problems  of  cooperative  marketing  will  be  discussed:  management  and 
direction,  financing  and  membership  participation. 

Cooperatives  are  service  organizations.   The  only  product  which  they 
create  is  a  marketing  service.   Here  a  distinction  should  be  made  between  coopera- 
tive business  and  private  business.  Proprietary  businesses  also  are  engaged  in 
rendering  these  marketing  services  in  one  forn  or  another.   The  business  of  a 
cooperative  is  conducted  at  cost  without  profit;  private  business  is  dependent 
upon  margin  over  and  above  the  costs  of  rendering  its  services. 

The  assertion  often  is  made  "that  cooperatives  pay  what  they  can  but 
private  businesses  paj""  only  what  they  uust."  Anotner  distinct:>)n  bet7;een  the  two 
types  of  agencies  rendering  marketing  services  is  t":at  the  ^o.ol^   personnel  of  a 
cooperative  is  coi'.pose<-  '.f  o..ix loyees  receiving  wag?j  a^'-d  :^ot  piof  Lcs.   In  private 
business  the  peronn.-el  nt^/-   jtCt-ive  a  profit  as  well  .m   a  w,-.g>j. 

This  peculiar  aspect  of  a  cooperative  introduces  a  probleu  in  management 
that  is  not  readily  found  in  the  experience  of  a  private  business  offering  the 
sane  services.   The  success  of  a  cooperative  is  deteruinea  by  the  high  relative 
value  over  operating  costs  of  its  rendered  services.   Therefore  the  question  of 
properly  allocating  and  providing  funds  for  the  carrying  on  of  those  services 
which  contribute  the  greatest  comparative  value  becomes  important  for  the  manage- 
ment and  directorate  of  the  cooperative. 

It  is  impossible  to  ascertain  absolutely  the  exact  costs  of  any  one 
transaction  or  service.  Usually  a*i  aggregate  cost,  which  \7ill  cover  the  operations 
of  a  cooperative  over  a  definite  period,  is  determined.   Generally  a  board  of 
directors  can  estimate  fairly  closely  the  funds  which  nay  be  received  to  carry  on 
the  operations  which  the  membership  requires. 

The  power  to  allocate  arbitraxily  the  expenditures  is  reserved  for  the 
directors.   This  is  necessary  because  it  pemits  latitude  in  initiating  progressive 
programs  of  operation  and  r.anp^e::ent  that  will  result  in  high  service  value  for  the 
membership.   This  becomes  the  primary  responsibility  of  the  directois  of  the 
cooperative.   Kot  only  must  the  directors  seusc  this  rosponsibili.cy  but  the 
membership  of  the  cooperative  :-j.st  ::;ake  their  selectio.:.  of  directors  -./ith  this  in 
mind  and  with  the  faith  tiiat  their  interests  will  be  -oroTjerly  secured. 


This  proTDle:.;  of  cost  is  alv7ays  greatest  with  a  new  association.   Its 
nanagenent  of tentiues  aeans  the  difference  "between  the  inraediate'  success  and 
failure  of  the  cooperative  venture.'   If  not  properly- handled  in  the  teginning,  it 
neiy  leave  a  pemanent  turden  to  "be  carried  ■bjr  the  co'operative  throughout  its 
exiateaoo,  and  even  leave  a  scar  to  disfigure  coopebrative  ventures  for  all  tine. 

At  the  tine  of  organization  the  budgetary  analysis  is  a  very  practical 
inplenent  for  use  in  approaching"  the  problen  of  cost.   The  new  directors  shovild 
estinate  very  accurately  their  operating  expenses  on  the  yearly  basis-   This 
account  should  contain  estinates  such  as  rent  for  facilities,  wages,  interest, 
light  and  power,  the  purchase  of  equipuent,  and  other  itens  that  will  be  necessary 
to  carry  out  the  purposes  of  the  cooperative,  jlnother  inportant  estinate  which 
should  Tpe  budgeted  is  the  volune  of  the  products  to  be  handled,  their  seasonality 
of  production  and  the  requirenents  of  the  operations  to  provide  the  services  desired 
by  the  nenbership. 

On  the  basis  of  these  estinates  an  approxinate  unit  cost  nay  be  deternined 
and  a  flat  deduction  charged  for  the  services  rendered.   Ordinarily,  before  such  a 
charge  is  put  into  effect,  conferences  between  the  directors  and  the  nenbership 
should  be  h^ld  for  the  purpose  of  appraising  the  unit  cost  with  relation  to  the 
service  rendered.   Such  consideration  at  the  tine  of  organization  usually  is  not 
given,  with  the  resiolt  that  fron  this  point  'the  -success  of  the  cooperative  venture 
nay  benore  chance  than  good  nanagenent. 

It  is  usually  a  better. procedure  to  have  any  appraisal  between  cost  and 
service  nade  by  the  nenbership.   If  the  reaction  is  unfavorable,  the  relationship 
should  be  altered.   Sone  rearranging  of  the'  operations  for  the  purpose  of  reducing 
itens  of  expense  or  increasing  the  service  without  corresponding  increases  in 
costs. should  be  nade,  lontil  the  reaction  fron  the  nenbership  is  reasonably  favora- 
ble. 

If  this  is  accouplished  early  in  the  experience  of  the  cooperative  a 
large  nunber  of  problens  have  been  overcone.   It  is  easier  to  naintain  such  a 
relation  fron  the  beginning  than  it  is  to  establish  it  after  the  cooperative  has 
operated  for  sone  tine.   If  the  relationship  between  cost  and  the  service  rendered 
is  favorable,  the  cooperative  venture  will  continue  to  be  pop-ular  not  only  with  its 
nenbers  but  with  other  related  industries'.'  In  addition  its  nenbership  will  gradu- 
ally increase  wi-th  a  corresponding  increase  in  operating  volurle.   All  those 
tendencies  render  the  position  of  the  cooperative  endeavor  nore  secure,  eind  if '  the 
proper  provisions  are  nade  for  their  natural  growth  and  development,  a  great 
problen  has  been  solved. 

A  favorable  relationship  between  the  cost  of  operating  the  cooperative 
and  the  services  rendered  us-aally  results  in  sone  snail  savings  •'  The  procedure 
of  disposing  of  these  savings  is  an  inportant  part  of  cooperative  narketing.   There 
is,  of  course,  one  principle  in  this  respect  that  cannot  be  changed".   Such  savings, 
over  a  given  period  of  tine,  are  the  property  'of  the  nenbership  'in  proportion  .to 
the  anount  of  services  used  by  each  individual  aenber.   This  is  neasiored  usually 
by  each  .nenber' s  volune  of  sales' through  the  cooperative. 

Tliese  savings  either  nay  be  paid  in  casii  .as  a  patronage  dividend  at  the 
end  of  the  given  period,  nay  becone  a  part  of  a  reserve  fund,  or  nay  be  used  to 
nake  extensive  capital  purchases  such  as  buildings  and' facilities.   If  the  latter 
use  is  nade  of  these' current  'savings,  sone  sort  of  statenent  should  be  nade 
periodically  to  each  nenber  shdwihg'the  equity  he  has  in  the  cooperative  enterprise. 
The. problen  is  nore  sinple' if ' these  savings 'are  distributed  each  year  or  are  used 
only  to  create  a  reasonable  reserve  -to  serve  the  current  operations. 

When  cooperatives  have  used  these  savings  to  provide  capital  facilities 
they  have  created  intricate  problens  for  thenselves  nore  often  than  they  have 
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avoided  the-n.   For  the  establisiinent  of  such  capital  facilities,  fiinds  should  be 
raised  as  a  part  of  a  definite  financing  prograu.   The  expenses  of  naintaining 
such  a  prograu  should  be  boi'ne  as  an  operating  expense.  Every  effort  should  be 
nade  to  use  expenditures  already  provided  for -in  the  operating  budget;  such  as 
rent  to  offset  the  expense  of  acquiring  oiny  such  Capitol  facilities.  "  In  this 
fashion  a  better  understanding  of  each  lienber's  equity  in  the  coo-perative -and  of 
his  relationship  to  and  status  with  those  whoa  he  elects  or  hires  to  conduct  the 
affairs  of  liis  association,  'is  naintained. 

This  brings  us  to  the  problen  of  financing  cooperative" ventures.   It  is 
a  probleu  in  which  those  in  the  fi«jld  of  coopera.tion  have  had  a  grefi,t  aany 
experiences.   Tiie  uanner  in  which  the  finan.cing  of  cooperative  organizations  has 
been  arranged  has  produced  its  own  particular  problens.   Some  of  these  have  never 
been  solved.   Others  have  died  ^7ith  the  cooperatives  with  which  they  were  associat- 
ed. An  unsound  or  inadfequate  finance' prograi.i  has  caused' the  suspension  of  nany 
narketing  and  purchasing  cooperatives.   'The  type  of  progra:.!  which. best  fits  an 
association  depends  entirely  upon  the  organization  and  objectives  of  that  particu- 
lar association  and  nust  be  deteruined  after  a  careful  study  and  analysis  of  its 
needs  and  requirenents.  ■  .    -   • 

A  cooperative  requires  capital  for  three  genisral  purposes:   (1)  organi- 
zation of  the  association;  (2)  physical  facilities,  land  and  eqUipuent;.  and  (3)  . 
current  operations.  A  prograu  which  is  favorable  and  whichwill  finance  all  three 
of  these  phases  for  a  period  of  at  least  one  year  should  be  prepared  in  advance, 
before  the  cooperative  is  organized.   If  this  c^xnnot  be  done,  a  service  v/ill  be 
rendered  the  prospective  uenbership  if- the  start  of 'the  cooperative  venture  is 
delayed  until  a  sound  and  adequate  progran  can  be  developed. 

In  our  past  experiences  with  cooperatives,  aore  uoney  probably  has  been 
spent  for  organization  without  realizing  any  return  in "value,  thmi  f or  any  other 
capital  expenditure  for  cooperation. 

Cooperatives,  which  have  engaged  professional  pronotore  and  have  under- 
written their  activities  by  funds  fro:.;  the  prospective  nenbers,  h&.ve  paid  as  high 
as  $^,000  to  $50,000  to  such  pronotcrs  before  the  operating  progra:^  of  the 
cooperative  had  been  organized  and  established.  And  there  are  cooperatives  that 
have  not  had  enough  health  left,  after  the  organization  period  was  over,  to'go 
ahead  and  do  the  work  for  which  they  were  forued.   This  dissipation  of  capital  by 
cooperatives  is  unnecessary,  unwrxranted,  and  uncalled  for.  Pre-org-iiiizatlon 
expenses  nay  be  kept  at  a  uininrar:.,  if  faniers  and  groups  of  farners  do  the  work. 
The  prelL'ainary  work  is  of  such  a  nature  that  any  group)  of  faruors  can  do  it.   It- 
is  a  natural  undertaking  for  theu.   It  provides  then  with  the  experience  necessary 
for  properly  conducting  the  affairs  of  their  cooperative  after  the  effects  of  the 
"promotional  drugs"  have  worn  off. 

Sone  states  liait  by  law  the  auount  that  nay  be'spent  for  orgainization. 
(I  know  of  none,  however,  in  Kew  England.)   Such  a  law  is  designed  in  part  to 
discourage  "professional"  organizers.   Laws,  however,  do  not  always  cure  our 
social  ills  as  we  expect  and  it  is  still  a  sound  procedure  to  learn  to  be  temperate 
in  the  conduct  of  our  affairs. 


Capital  for  facilities  is  a  aoro  iuportant  iteu  to  consider.  The  plan 
aust  be  prepared  carefully,  according  to  the  service  needs  of  the  aeubeirship. :  -  ' 
Much  care  shoijld  be  taken  to  guard  against  over-building  and  acquiring  equipnent  ;' 
that  will' not  contribute  to  the  services  which  the  cooperative  is  to  render.   In  '.  ' 
the  past  stock  issues  were  the  usual  means  of  financing.'  Today  lar^d, "  buildings  ■ 
and  equipment  frequently  may  be  leaseid  or  rented  at  a  lower  cost  thixn.   if  purchased 
througi:i  stock  issues.   Such  a  procedure  often  tends  to  strengthen  the  position  of 
the  cooperative. 
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Capital  for  operations  provides  the  funds  to  carry  on  the  current 
■business  transactions.   Usually. this  capital  can  be  contributed  by  the  ruenbership 
as  a  payiient  at  the  tine  that  the  services  of  the  cooperative  are  used.   Reserves 
often  are  used  conveniently  for  this  phase  of  the  operations  of  a  cooperative, 
especially  when  additional  funds  to  provide  for  a  seasonal  rise  in  the  denand  for 
Operating  capital  nakes  savings  in  current  operations  possible. 

The  value  of  having  sixfficient  norking  capital  is  apparent-   Such 
working  capital  pernits  cash  discounts,  quantity  discounts,  and  savings  of  interest 
payaents.   It  enables  the  cooperative  to  take  advantage  of  opportune  purchases  and 
to  nake  repairs  and  alterations  in  capital  facilities,  as  the  service  requireuents 
of  the  cooperative  denand. 

The  financing  opportunities  of  cooperatives  have  been  naterially  enhanced 
by  the  Pare  Credit  Act  of  1935.   This  Act  pernits  the  Farn  Credit  Ad::iinistration  to 
nake  loans  for  the  purchase  of  facilities  not  in  excess  of  6o  per  cent  of  the 
appraised  value  of  the  security  offeree.   This  source  of  capital  today  is  outnoding 
nany  of  the  older  practices  of  financing  cooperative  ventures.  A  nore  business- 
like approach  is  required  to  obtain  capital  fron  this  source.   Cooperatives  are 
finding  it  a  useful  inplenent  to  use. 

As  the  cooperative  succeeds  in  the  conduct  of  its  operations,  shows 
sound  financial  statenents  and  pays  its  patronage  dividends  regularly,  the 
continuous  success  of  its  venture  rests  with  the  persons  who  arc  identified  with 
it.   Often  it  becones  a  co.z^on  fault  of  nany  established  cooperatives  to  be 
involved  so  deeply  in  the  problems  of  current  operations  that  the  equally  vital 
function  of  cooperation  is  overlooked;  that  is,  the  problen  of  developing  their 
human  relationships.   This  deficiency  in  carrying  on  the  affairs  of  the  cooperative 
nay  be  attributed  in  part  to  the  failure  of  the  directorate  to  appreciate  the 
inportance  of  developing  not  only  favorable  neubership  relationships,  but  also 
favorable  relationships  with  the  general  public. 

What,  then,  are  the  personal  characters  that  vitally  affect  economic 
activities  and  relate  to  the  forces  which  govern  the  actions  of  people?  About 
fifty  years  ago  a  Gernan  econonist  listed  five  leading  -.otives  which  tend  to 
influence  the  econonic  .actions  of  people.   Of  course  tines  have  chtuiged,  but  our 
actions  and  reactions  are  not  unlike  those  of  our  forefathers. 

Here  are  tlie  five  motives: 

The  striving  for  personal  econonic  advcintage  and  the 


1 
fear  of  want 

2 

3 

disdain; 

U 

5 
rex)roach. 


Tlae  hope  of  recognition  and  the  fenx  of  punishraent; 
Tne   sense  of  honor  and  the  fear  of  ignominy  and 

Hie  urge  to  action  and  the  joy  of  being  active; 
The  impulse  for  ethical  action  and  the  fear  of  self 


A  cooperative  whicla  uses  these  motives  as  a  medi-om  nay  form  a  strong- 
basis  for  a  scientific  approach  to  the  problem,  of  shaping  nembership  relationships 
an.d  policies. 

To  be  engaged  in  any  cooperative  venture  is  to  be  progressive  and 
reconstructive.   Cooperatives  and  their  neubers'  resources  lend  thenselves  to 
broad  reconstruction  forces  provided  sound  principles  are  pursued. 


The   true  concept  of  a  coo^jerative   is   "a  service  for  use  and  not  a  service 
for  profit."      The  test   of  a' coo;jeratiVe's  rifhtto   exist   is  that  an   individulal 
far:.-. er  actually  ottains  greiater  value   by  ■actii:iti  in  coo^^eration  v/ith  others  than  he' 
could  obtain  when  acting  alone  as  an'  individual. 

By  its  neiter  relationsiaips  and  policies  a  faKiers'  marketing  cooperative 
nust  assure  its  uenbers  that  it  is  estatlished  to  sell-  their  products  for  theu  and', 
not   to  tuy  their  products  frou  theu. 


i;;v:  :iz':i-t\'ii'i. 
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SOKE  FROBLEidS  OF  EGa  AUCTION  CCOFERAIIVES 

John  J.  Scanlan, .  Senior  At;ri cultural  Econonist 
CooTDerative  Division,  Paru  Credit  AdJ^inistrat ion,  Ifashingtoi:),  D.  C 


We  have  "been  asked,  to  discuss  sone  prolilens  oT  e^g  auction  cooperatives- 
Jud^in^r  frou  the  general  L'jpression  that  auction  associations  are  unqualifiedly 
successful,  and  fron  .the  nany  requests  frpn  all  over  the  United  States  which  we 
receive  for,.inforaation  concern  in,,!  the  auctions^and  for  assistance  to  help 
organize  auction  associations,  one  uight  assuae  that  your  prOf^Taxi  connittee  was 
quite  presujoptuous  to  even  suggest  that  the  cooperative  egg  auctions  have  any 
problems. 

•As  the  result  of  a  two-year  study ^of  the  egf  and  poultry  auction 
asso-ciaiions,  we  could  discuss  probably  nore  easily  and  nore  eloquently  the 
benefits  and  acconplishnents  of  the  e.'K  auction  associations  than  their  problens. 
.Our  study  shows  how,  in  3  short  years,  the  nuaberof  these  auction  associations 
has  increased  fron  the  original  auction  starting  at  Tons  River,  New  Jersey,  in 
May  1930  to  the  22  auction  associations  now  operating  in  g  States. 

It  shows  that  the  number  of  active  neubers  of  these  auction  associations 
increased  diiring  the  6  years,  1932  to  I937,  ffou  about  2,000  to  over  13,000,  with 
an  average  year  to  year . increase  in  nuuber  of  nenbers  of  69  per  cent.   It  shows  an 
increase  in  receipts  of  eggs  fron  57,000  cases  in  193I  to  991,000  cases  in  1937, 
with  an  average  year  to  year . increase  in  egg  receipts. of  66.6  per  cent.   It  shows 
that  the  nuiiber  of  crates  of  live  poultry  sold  in  193I,  about  8,000,  increased  to 
172,000  in  1937,  with  an  average  year  to  year  increase  of  72.6  per  cent. 

We  coijld. quote  figures  to  you  showing  that  these  auction  associations 
sold  over  ten  nillion  dollars  worth  of/produc^is  in  1937-   Instances  of  price 
enhancenents,  of  quality  inproveuent,  and  of  nany  other  services,  sone  of  which 
benefited  nenber  and  non-nenber  produc.?r§  alike,  could  be  pointed  out  .to  you  - 
but  we  have  been  asked  to  talk "about  the  problens  of.  the  auctions. 

In  spite  of  their"  outstanding  success,  the  auctions  have  difficulties,'.' 
problens,  and  liuitations  like  any  other  business  organization.  Merely  by  virtue 
of  being  pither  cooperatives  or  iiuctions,  these  orgajaizations  are  not  inijune  to 
business  ills.  We  do  not  believe  that  siny. student  of,  the  cooperative  tiovenent 
believes  that  cooperative  organizations  have  fewer  problens  than  profit  organi-.-'. 
zations.  On' the  contrary,  a  cooperative  business  enterprise  is,  likely  to  have  J, - 
the  sai.ie  problens  as  privately  owned  and  operated  businesses,  plus  a  few  nore. 

We  have  listed  12  problens  facing  the , egg  auction  associations.   Each  of 
these  we  shall  discuss  rather  briefly.   It  is  well  to  state  in  advance  that  nost  , 
of  these  problens  of  the  auction  associations  are  not  peculiar  to  then  but  rather 
nore  or  less  pertinent  to  other  fields  of  cooperative  effort  as  well.   For  this 
reason  nost  of  our  renarks  will  apply  to  others  as  well,  as  t(i  egg  auctions.  A. 
few  of  the  problens  are,  however,  distinctive  with  the  egg 'auctions.   Each  type  of 
associ,ation  and  each  cpnriodity  association  ujpually  doe.s  have,  its  particular 
problens.  .  .      ^        .. 

1.   One  of  the  basic  problens  facing  the  auctions  is  the  availability  to 
producers  in  the  auction  areas  of  nany  other  uarket  outlets.   The  auctions  are 
suited  specially  to  operating  in  deficit' areas  close,  to  one  , or  nore  large  cities. 
In  fact  one  of  the  basic  requirenents  for  the  successful  operation  of  an  auction 
is  that  it  should  be  thus  .located. .' Another 'basic  requirenent  is  that  there  sliould 
be  a  large  n\inber  of  buyers  available  to  b\:iy  at  the  auction. 


'  Both  of  these  essentials  in  the^s^lveij.  indicate  that  the  auctions  have 

a  nuch  different  situation  to  face  than  the  large  pool  associations  operating  in 
the  far  West,  in  surplus  areas ^  reaoved  frpn  l,a.rt;;e  concentrations,  of  consuaers, 
and  with  relatively  few  buyer  conpetitors,   The  ,au<?t ion  rjenbers  have  a  auch  better 
opportunity  to  "shop  aroiond,  "  to  nal:e  price  conparisons  by  selling  sone  eggs  at 
auction  and  sone  to  other  outlets. 

When  eggs  are  nost  difficult  to  sell  they  nay  load  all  or  a  larger 
percenta^'6  of  their  production  upon  the  auction,  which,  already  is  burdened. with 
a  heavy  volune  to  nove  in  the  face  of  adverse  narket  conditions.   When  prices  are 
high,  denand  good,  and  the  auction  receipts  relatively  low,  the  hotel, . store,  or 
other  favorable  retail  outlet,  nay  receive  nost  or. all  of  the  producer' s  eggs  and 
the  auction  nay  have  a  snail  utilization  of  its  personnel,  facilities,  and  equip- 
nent . 

The  net  result  of  this  isn  seasonal  variation  in  auction  receipts, 
which  is  likely  to  be  nuch  greater  than  the  seasonal  variatipn  in  the. production 
of  eggs  in  the  flocks  of  nenbers.  This  wide  seasonal  receipt  cycle  has  disadvan- 
tages in  regard  to  cost  of  operating,  supplying  buyers  \7ith  their  .requirenents, 
auction  surpluses,  finances,  other  phases  of  association  oj^eration,  and  nenber  and 
bu;y-er  relationship. 

Following  through  in  this  line  of  reasoning  leads  us  eventually:to  the 
question  of  the  need,  value,  and  advisability --Of  producer  contracts  o r. narket ing. 
agreenents.   This  is  a  big  question  and  one.. which,  we  shall  not  attenpt  to  answer. 
However,,  as-far  as  the  .cooperative  egg. auctions  are  concerned,  the  need  and  the  - 
value  of  narketing  agreenents  is  only .one  side  of  the  question;  the  advisability  . . 
and  practicability  is  the  other  side  -and  probably  the  inportant  and  :detenain.ing 
side.  ,   .     ,.     :  ■ 


2.   Closely  relatedto  .the.problens  of  availability  Of  otner  outlets  and 
the  attendant  ills  is  the  proble,3  of  nei-ibership  .relations- . 

When  and  where  the  auction  nenber  is  thoroughly  "sold"  on  the  auction, 
and  is  .appreciative  of  the  probleus  resiilting  fron  patronizing  it  in  part  only, 
he  is  likely  to  help  resist  sone  of  the  seasonal  enCPuragenents 'Offered  to  hin 
to  narket  sone  or  all  of  his  eggs  thrpT:igh.  other  outlets..;. 

In  fa.ct, a  nenber  kept  loyal  in  spirit  by  knowledge,  understanding,  and 
appreciation  is  nuch  nore  of  an  asset  to  a  cooperative  than  a  nenber  kept  loyal 
in  action  because  of  the  feeling  of  obligation  to  conply  wi,th  a  written  contract 
or  because  of  fear  of  prosecution  in  Case  of  violation.   It  is  possible  therefore 
that  since  narketing  agreenents  are  not  used  by  the  egg  auctions  and  since  they 
nay  not  be  practicable,  there  is  greater  need  for  neubership  work  in  the  auction 
associations  than  in  pool  associations  or  other  associations  usually  having 
narketing  agreenents.    .  .  ' 

As  a  group,  the  auctions  have  done  very  little  neabership:wotk  either 
directly  or  indirectly.  When  the  auctions  were  hew  .and  very  ..local  in  area  of 
Operation,  when  the  nenbership  was  snail  and  coqposed  largely  of  the  original  . 
enthusiastic  and  self-infomed  nenbers,  and  when  the  nenbers  had  direct  contact 
with  the  association  as  they  in  person  hauled  thoir  eggs  and  poultry  to  the 
association  -.once  or  nore  each  week,  there  was  little  need  for  other  contacts  with 
the  nenbers-  ,•., 

However,  as  auctions  have  becone  established,  as  the-  nenbership  has  ■  '' 
grown  larger,  as  the  areas  of  receipts  have  expanded,,  as  new,  -oninitinted,  and 
'in selected  producers  have  been  taken  on,  nany  nenbers  now  have  few  or  no  airect 
association  contacts.  A  ;auuber  of  collection  routes  have  been  established  at-  .. 


'/^ 

most  auctions.   The  auction  manager  and  officials  have  less  time  to  spend  on 
memter ship 'work.   Therefore  the  need  for  more  contacts  and  educational  work  with 
the  members  has  grown. 

Memoer  satisfaction  with  prices,  charges,  and  services  rendered  may  not 
■be  sufficient.  The  members  may  need  an  understanding  of  the  purpose,  cooperative 
aspect,  and  other  phases  of  the  auction  if  they  are  to  deliver  to  it  "by  choice 
rather  than  to  other  outlets.  Membership  work  at  present  is  limited  chiefly  to 
producers  who  contact  auction  employees  during  delivery  of  their  products,  to 
those  who  attend  the  annual  meeting,  and  to  the  occasional  letters  which  some  of 
the  associations  issue.   Only  5  of  the  22  associations  have  their  own  house  organ 
in  the. form  of  a  regular  weekly  or  monthly  news  letter  or  leaflet. 

Thefe  appears  to  be  an  increasing  need  for  systematic  membership 
educational  work.   Two  methods  especially  might  be  suggested:  (1)  The  use  of  an 
interesting,  informative,  and  regular,  but  inexpensive,  news  letter  or  le?i"let, 
and  (2)  More  personal  contacts  with  the  producers. 

When  the  area  of  receipts  becouec  so  extensive  that  there  is  considerable 
distance  between  the  outlying  producers  and  the  auction  location,  regular  district 
meetings  should  be  held  so  that  each  producer  will  be  close  to  some  point  of 
meeting.   This  is  the  system  of  locals  OJnd  of  local  meetings  used  as  a  means  of 
member  contact,  of  education,  and  of  determining  member  reaction  by  the  large 
pool  associations  in  the  West. 

In  1936  the  Brockton  association  realized  that,  due  to  its  extensive 
tributary  area,  some  more  direct  means  of  member  contact  was  necessary.   It  then 
adopted  the  plan  of  dividing  its  area  into  12  districts  for  the  holding  of 
regular,  and  preferably  monthly,  meetings.  Mr.  Bigney,  the  manager  of  the  Brockton 
Cooperative  Egg  Auction,  follows  me  on  this  program;  he  will  no  doubt  discuss  the 
local  meeting  plan  being  initiated  by  his  auction  association.   This  or  some  other 
plan  of  regular  contact  with  locals  and  of  meetings  should  be  given  consideration 
as  the  most  effective  method  of  maintaining  adequate  member  contact. 

3»   In  3^  business,  whether  it  is'private  or  cooperative,  one  of  the 
problems  which  always  can  be  discussed  to  advantage  is  that  of  lowering  costs. 

Due  to  a  number  of  reasons,  the  cost  of  selling  eggs  and  poultry  by  the 
auction  method  has  been  very  low.  This  low  cost  of  operating  has  been  an  inportant 
factor  in  the  success  of  the  auction  associations.   The  average  cost  of  operating 
the  22  auction  associations  in  1937  was  ^+.1  per  cent  of  the  gross  value  of  the 
products  sold,  with  a  range  for  the  associations  of  2.U  to  7.4  per  cent. 

Audit  reports  and  financial  statements  from  each  auction  for  every  year 
of  its  operation  usually  show  that,  as  the  auctions  have  increased  the  number  of 
■units  handled,  the  per  unit  cost  of  operating  has  declined.   Our  financial 
analyses  show  further  that,  with  a  number  of  exceptions,  the  associations  with 
small  volumes  have  higher  per  unit  costs  than  the  associations  with  large  volumes. 
As  an  illustration,  in  I937  the  per  unit  cost  of  5  associations  handling  Under 
25,000  units  was  ^.2  cents;  for  4  associations  handling  75iOOO  or  more  units  it 
was  31*7  cents,  or  28.3  per  cent  less. 

There  appears  to  be  no  relation  between  the  age  as  such  of  an  association 
and  the  cost  per  unit,  the  volvime  remaining  the  sane.   This  indicates  that  little 
has  been  done  to  increase  operating  efficiency  as  reflected  in  decreased  cost  by 
the  auctions  as  they  have  operated  over  a-  period  "of  years.  As  a  matter  of  fact 
d-oe  to  increased  services  rendered  and  to  increased  management  cost,  the  per  unit' 
cost  is  likely  to  increase  as  time  goes  on  if  the  volume  remains  the  sane. 
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'  '>        ^parently  then  there  are  two  methods  of  decreasiiif;  per  unit  costs,  i.e., 
an  increase  in  volioine  and  a  decrease  in  the  cost,  of  certain  cost  ite^is  -'and  of 
course  a  conbination  of  these  two  methods . 

U.   One  of  the  results,  which  was  expected  to  follow  the  successful  operation 
of  a  cooperative  egg  narketin^;  association,  ^as' an  inprovenbnt  in  the  quality  of 
ef-gs  received. 

According  to  spne  of  the  earlier  reports' on  the  auctions,  these  associ- 
ations were  exerting  an  iixjediate  and  narked  effect  upon  quality  inproveaent  in' 
the  efeS  received.   Our  study  does  not  bear  out  at  nil  auctions  this  earlier  ' 
pronise  of  the  auction  nethod  of  selling.  Out  of  iU  auctions  selling  eggs  for 
four  years  or  nore,  for  their  period  of  operation,  7  show  decreases  in  the  per- 
centage falling  into  the  top  grade,  U  show  about  the  sane  percentage,  arid  only  3 
show  definite  increases.  '  " 

A  nunber  of  explanations  have  been  given  'for  the  'apparent  ineffective-  • 
ness  of  the  auctions  in  improving  the  quality  of  eggs  received.  TTnatever  the 
cause  has  been,  it  appears  that  the  auctions  are  facing' the  probleu  of  at  least 
retaining  their  percentage  of  eggs  falling  into  the  higher  griides.  This  appears' 
necessary  both  to  satisfy  buyer  deuand  for  high  quality  eggs  and  to  satisfy' 
producers  with  the  prices;  received,  since  studies  of  price  differentials' between  '' 
the  first  and  second  grade  show  spreads  of  ffou$.2U  to  $1.1.2  a  case. 

5-   One  of  the  ao.st  difficult  phases  of  .'the  cooperative  narketing  of  agri- 
cultural products  seens  to  have  been,  the  settling  up' of  an  adequate  cajiit'al' 
structure,  or  the  provision  of  suitable  .and  a'cLequ9,te  fihr^ce'S'  '  "  _. 

In  the  original  operation  of  the  auctions  little  capital, for  operating 
or  facility  purposes  was' necessary,  lieabe'rshit  entrance  roes  aiid  annual  dues, 
plus  the  earnings  fron  producer  deductions  in  oxCoss  of  actual  association  costs, 
enabled  the  associations  to  aect  the  few  current  expenses.' 

This  was  true  as  long  as  sales  were  nade.  on  a  strictly  cash,  conuission- 
agent  basis  and  when  no  funds  were  heeded  for  taking' owriership  of  'products,  and  for 
buildings,  and  only  snail  anounts  were  required-  for  cases,  crates,  ahd  office  and'"' 
warehouse  supplies.  However,  even  in,  these  early  days  the  nanager  often  worried 
whether  he  or  the  producers  would  get 'to  th6  bank'f irst.' 

But  tine  has  passed.  Half  of  the  a'gict ions  hjive  invested  in'  "building fe.  V 
Short-tine  credit  sales  to  chain  stores  and  bther's  have  increase^!:  greatly. .  0'ther;_. 
capital-requiring  phases  and  ser'vices  have  grown  and  increased  in  nunb'erl'  'Most'  '  '"■ 
of  the  associations  wisely  and  usually  necessarily  have  accun\ilated  the  earnings 
year  after  year.  Eight  auctions,'  however,  have  aade  _fayneii'ts'  of ^.^atronr.ge  ""' 
dividends,  totalling  up  to  $^8,Bk'^.  .  '  '  ' 

An  analysis  of  the  relation  of  operating  capital  to' weekly  sales  sl:ows  ■: 
that 'in  1537  the  auctions  had  an  average  of  65  cents  in  operating';  capital  for  pacii , 
dollar  of  average  weekly  sales.   One  aiiction  had'  bniy  .7-^'  conts' for  0ach  dollar  of ' 
weekly  sales;  only  two  had  in  excess  of  one  dollar  in  workih 3 ' capital  for  each, 
dollar  of  sales  weekly.   These  figures  on  weeldy  sales  are  averages  f or  the  yedr; ' 
at  t.-e  pesik  periods  voluae  would  "oe  considerably  larger  and  the  operating  capital 
saaller  in  proportion.  '  ."-?■.. 

Furthernore,  a  large  pai't.  of  this  operating  capital  i^ 'in  'the.  forn  of.,"' 
inventories  and  accounts  receivable.  At  .five. auctions^ at  l^ast,  ."n6re  than  Ss'peic: 
cent  of  the  sales  are  to  chain  stores  which  ordinarily  do' not  p^y  cash.'  'It:'is., 
obvious  that,  when  the  volu:je  is  largest  and  when  a  still  heavier  percentage  of 
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sales  are  uade  to  the  chain  stores'  or  hough t  at  stop  bids,  the  auctions  are  in 
need  of  larger  operating  funds.       ' 

No  growing  and  succestsful  cooperative  association  needs  to  struggle  with 
the  problen  of  "being  uiiderf  inanced.   Since  producers  have  a  considerable  investment 
in  their  production  facilities  they  should  he  v/illing  to  invest  soae  noney  in  their 
own  narketihg  organization.   In  1937  the  active  13fO'OC  nenbers  of  the  auctions  had 
an  average  investnent  of  2  I/3  cent's  in  their  auctions  for  each  dollar's  worth  of 
business  transacted  for  then.   For  a  cooperative  the  proper  source  of  pemonent 
funds  is  the  group  it  serves.   Individual  investments  should  be  in  proportion  to 
the  aaount  of  service  rendered  to  each  nenber. 

One  of  the'  nost  successful  and  popular  methods  of  producer  financing  is 
the  so-called  revolving  fund  basis.   In  addition  to  the  usual  charges,  a  uniform 
amount  or  percentage  is  retained  or- wittiheld  on  each  unit  marketed.   The  amounts 
retained  are  credited  to  each  member.   Fron  time  to  tine  certificates  of  interest, 
of  indebtedness,  or  of  ownership  are  issued  in  denominations  of  $1,  $5,  or  $10  to 
the  contributing  members. ' 

When  the  borrowings  from  the  members  'oy   this  method  furnish  more  capital 
than  is  necessary  for  the  peak  of  operations  the  first  certificates  issued,  i.e., 
the  oldest  certificates,  should  be  retiried  in  cash.   Eie  ntttiber  to'ba  retired 
should  be  decided  by  -the  management.   These  certificates  should  have  no  due  date, 
and  probably  should  not  bear  interest.  '  -..-• 

We  were  pleased  when  in  May  we  learned  that  the' Hamden-,  Connecticut,   "  ' 
auction  would  begin  to  operate  on  June  1  of  this  year  on  a  revolving  fund  basis, 
with  a  retain  fee  of  5  cents  on  each  case,  crate,  or  fraction  thereof.  Apparently 
at  least  one  other  auction  in  the  near  future  will  adopt  this  method  of  producer 
financing. 

6.   A  problem  most  of  our  auction  associations  face  is  the  extent,  if  any, 
t9  which  they  should  depart  from  the  auction  method  of  selling. 

About  half  of  the  20  egg  auctions  now  sell  soae  eggs  "off  s^l'e, "  that  ■  ' 
is,  not  over  the  auction  block.   Three  sell  about  one- third" "off  sale."  Of  all  •' ' 
eggs  sold  by  the  auctions  in  1937.  about  2S  per  cent  was  sold  on  telephone, 
telegraph,  or  nail  orders.   Three  auctions  sold  .oyer  half  of  their  egg  receipts 

thus.  --,.■■: 

As  the  auction  volU*nes  grow  the  demand  at  the  auction  sales  nay  not  -'.■■'■■' 
keep  pace  with  these  increases  in  volume.  In  this  event  it  nay  be  necessary  to"'" 
sell  the  surplus  in  large  volumes  off- sale  to  chain  stores,  wholesalers,  and 
others.  The  net  prices  received  nay  be  sonewhat  relatively  lower  than  those 
obtained  for  the  United  volunes  sold  at  auction  to  house-to-house  buyers,  retail 
bxiyers,  and  others,  who  purchase  in  small  lots  but  who  will  "pay  up"  for  the 'type 
of  egg  which  meets  their  particular  requirements. 

Auction  associations  nay  have  definite  limitations  as  to  volume.  '  ■  • 
Apparently,  unlike  the  pool  type  of  association,  a  large  auction  volume  may  be 
a  definite  handicap  from  a  sales  standpoint.   Chain  stores  like  to  obtain  eggs' 
of  uniform  and  dependable  quality,  in  large  volwaes,  and  from  reliable  sources'  ■ 
which  can  furnish  the  necessary  volume  throughout  the  yeair.      Tiie  auction  method 
of  selling  does  not  lend  itself  well  to  chain  store  purchasing;  although  our   ■ 
information  does  siiow  that,  at  12  of  the  auctions  at  least,'  the  chain  stores  have- 
been  taking  a  larger  and  larger  percentage  of  the  volume. 

The.  increased  chain  store  auction  piarchases  probably  have  not'  been  due 
to  the  increased  attractiveness  of  the  auctions  as  sources  eftihain 'store  supply 


If 


but  have  occurred  in  spite  of  the  auction  m,9thod  of  selling.   If  the  chain  stores 
are  to  be  dependable  outlets  for  a  large  part  of  the  v.WujJie  of  the  iauct ions,  then 
methods  of  selling  other  than  the  auction  block  method  probably  will  need  to  be 
considered. 


7.   A  closely  related  problem  is.  the. disppsition  of  surplus  eggs,  whein  th-e 
total  receipts  cannot  be  sold  at  the  auction  without  depressing  the  price  for  the 
entire  volume.  ', 

It  is  possible  the  auctions  will  arrive  at  the  point  where  some  basis- 
and-surplus  plan  of  selling  will  be  developed.  By  such  a  plan  a  basic  volume 
might  be  sold  locally  at  auction  and  the  remainder  sold  elsewhere  and  by  a 
different  sales  method.   Should  this  situation  develop  there,  would  be.  a  need  for 
some  joint  cooperative  or  dependable  seies  outlet  for  the  auction  suxpliis. 

S.   Another  problem  is  that  of  m.orketing  related  products  and  of  handling 
feed,  supplies,  and  equipment. 

, .  ...      As  stated  before,  all  except  .6  of  the  22  associations  handle  poultry  as 
well  as-  eggs.   The  handling  of  purchases  for  members  is  important  as  yet  at  the 
Brockton  and  Hamden  auctions  only.   It  is  anticipated  that  other  auctions  in  time 
will  make  this  a  more  important  phase  of  their  business.   If  additional  activities 
are  initiated  these  should  be  put  into  separate  departments.  One  requirement  is 
that,. in  time  at  least,  they  should. become  self-sustaining  or  otherwise  beneficial 
to  the  auGtions.        ,  •.. 

9»   Q;aestions  of  inter-association  relationships  have  arisen  due  to  the 
unplanned  development,  within  States  or  areas,  of  auctions  and  other  cooperative 
associations,  and  because  of  the  ambitions  or  actiial  territorial  expansion  of 
some  auctions  and  other  associations. 

There  nay  need  to  be  a  closer  tie-in  of  all  of  these  associations  and  a 
closer,  coordination  of  their  efforts  and  a,ctivities.,  if  they  are  to  avoid  what  may 
be  harmful  competition. 

10.   Our  study  shows  that  differences  in  grading  standards  aind  in  the 
interpretation  of  and  adborence  to  these  standards,  and  the  growing  need  for 
comparable  and  uniform  auction  packs  may  all  be  throwrj,,  together  to  form  a  problem 
which  the  auctions  eventually  .uay  have  to  solye. 

Of  th^  .20" associations  selling  eggs  at  auction  1?  use  State  grades,  3 
their  own  grades,  and  2  the  U.  S.  grades.  Tolerances  allowed  a-^ 9  as  •fyi^>^i'>s;,  5 
per  cent  by  1  auction,  10  per  cent  by  I7,  auctions,  and.^C  001  .cent  by  2.a:aci.-ions. 

Besides  the  percentage  of  tolerance  allowed  fj?6ther  important  d'lfference 
is  in  regard  to  weights.   Grade  weight  differences.  ■;'-<.ot:'x-.i;4-Juctjon&  of  1  ?,    rnd 
even  3  pounds  per  case  are  .counon.   The  great-est  Wctga''-  d-ff'i.cu/ces,  thefl.,^  'js  ,7ide 
as  3  pounds,  occur  in  the  Peewee  and  Pullet  grades.   iLo -.great.et^t,,  ,7.eigJ:'+ ..  r  ].t-*:'.crance 
in  Mediums  is  1^  pounds  and  in  the  Large  it  is  1  pound,  ./ihp  \7uight.  d..r:±e''i3nces  of 
egg  grades  are  not  of  paramount  importan.pe  .as  far  as  .the  .price  rea.lized  is  .-■ 
concerned,  since  auction  eggs  arc  sold  on  an  actugd  pet  or. gross  weight,  basis  as 
well  as  on  a  size  and  quality  basis,   , 

The  grades  as  used  have  served  their  purposes  well.  However,  we  ask  the 
question,  ."Is  not  the  time  coning,  when  there  should  be  more  uniformity  in  the 
grading  standards  used,  and  nore  especially  in  their  int.erpretation,  thaij  has  been 


the  case  heretofore?"  ,-.  , 

It  daes.  not  seen  ;piOssilDle  that,,-betv;een  auctions  using  the  spxie  State 
grades,  the  differences  in  the  percent-nges  of  eggs  failing  into  the  two  top  grades 
are  due  entirely  to  actual  differences  in  egg  size  and  quality.  Rather  it  appears 
that  these  differences  are  due  at  least  as  nuch  to  the  interpretation  of  Or  the 
degree  of  adherence  to  these  grading  standards. 

For  instance,  one  iiay  question  the  accuracy  of  grading  as  sliown  "by  the 
figures  which  indicate  that  about  a  fourth  of  the  Vineland  and  of  the  Hightstown 
egg  receipts  in  1937  went  into  the  top  grade;  wher-eas  at  ilenington  only  S.k  per 
cent  was  placed  in  the  top  grade,  at  Pater  son  1.8  per  cent,  and  a,t  Mt.  Holly  an 
even  1  per  cent.  The  5  Pennsylvania  auctions  using  the  Pennsylvania  State  grades 
showed  variations  frou  22  to  6o  per  cent  in  the  top  grade.  Of  two  Connecticut 
auctions,  Haadenliad  30  jper  cent  in  .the  top  .grade  and  Hartford  had  only  S^  p.er  ,   , .: 
cent..  These  differences  .exist  between  auctions  ii^  the  saue  Stat^  in  spite  of.  the.- 
sane  percentage  of  tolerance,  th&  sai.ve  .weights,  and  other  sinilaT;  griade  anti  q^iality 
factors. 

Where  the  tolerance  is  2D   per  cent  as  in  Massachusetts  and  How  Hanpshire, 
instead  of  10  per  cent,  the  percentage  go.ing  into  the  top  grade  is  greatly  .   .c. 
increased.  This-  is  sh.own  by  Brockton' s.  79^9'  per  cent, and  Berry's  77«3  per  cen.t.Iy 
Apparently  a  20  per  cent  tolerance  is  beginning  to  appear  attractive  to  several  ...... 

States  in  the  auction  area. 


11.  Efforts  to  sell  auction  eggs  at  retail  as  such  have  been  nade  and  are 
being  nade. 

Many  narketing  specialists  maintain  that  a  good  job  of  narketing  has 
not  been  done  until  the  ultinate  consuner  asks  for  or  denands  the  product  by  brand 
or  other  nane,  and  that  this  is  the  only  nethod  of  insuring  a  dependable  denand 
which  reaches  through  all  distributing  channels.   Individually  the  auctions  caji  do 
little  but  as  a  group  they  night  do  nuch  in  creating  a  denand  for  the  eggs  sold 
by  producers  through  their  cooperatives. 

12,  To  sell  eggs  and  poultry  at  auction  for  cash  or  certified  check  only  is 
difficult.   To  sell  on  open  account  nay  be  easier  at  the  tine  but  nore  difficult 
when  it  cones  to  the  final  accounting. 

Although  the  narketing  rules  of  practically  all  of  the  auctions 
specifically  state  that  all  eggs  and  poultry  sold  at  the  auction  are  sold  for 
cash  or  certified  check,  f.o.b.  the  auction,  nost  of  the  associations  at  sone  tine 
during  their  existence  have  taken  substantial  losses  as  a  result  of  selling  on 
open  account,  or  by  accepting  post-dated  checks.   Sone  of  the  earlier  associations 
learned  their  lesson  in  this  natter  several  years  ago.   Others  have  learned  it 
recently.   It  is  possible  that  sone  nay  decide  to  adhere  to  sales  on  a  cash  basis, 
only  after  several  sizeable  accounts  have  suddenly  gone  bad. 

Auction  associations  can  ill  afford  to  sell  eggs  or  pountry  on  a  credit 
basis  which  nay  result  in  losses.   These  associations  have  little  operating  capital 
and  are  not  warranted  in  acting  as  loaning  agencies  to  bioyers.   Not  only  do  the 
auctions  lack  sTifficient  operating  capital  to  warrant  their  extending  nuch  credit 
even  to  large  dependable  buyers,  such  as  sone  of  the  chain  stores,  but  their 
financial  condition  is  usually  such  that  they  cannot  take  losses  without  dire 
consequences.  Auction  charges  have  not  been  nade  and  auction  reserves  and  surplus 
have-not  been  accunulated  to  withstand  severe  credit  or  other  losses. 


No  doubt,  to  sell  for  cash  only  is  nore  difficult  at  sodg  auctions  than 
at  others.  The  increase  in  the  voltuaes  of  products  sold  to  large  buyers  who  do 
not  pay  casli  and  the  necessity  for  aoving  increasingly  large  voluiies  of  products 
has  seened  to  nake  the  granting  of  credit  at ' oone  auctions  necessary  and  advisable. 
However,  if  credit  sales  nust  be  nade  there  are  aethods-  of  insuring- these  sales.' 

Conclusion 

,  ■   '"'Tliese  are  twelve  of  the  nore  inportani;  problens  which  face' the  coopera- 
tive'egg  and  poultry  auctions  at  present.  Tliere  are  other  ohes^-  Changing  pro- 
duction, narkoting,  economic,  or  other  conditions  nay  bring-'niBW' problens- suddenly 
to  the  forefront.     ''        *-    ,  '  •  ■   '       "         '' 

In  our'  report' to  be  given  at' th^  Business  Mahag'enent  Conference  of  the 
Northeastern'  Egg  and 'Poultry  Cooperative-s  at  Ithaca*  ITfewyoi-k,  on 'June  23,  193s,' 
we  have  uade  a  ntinber  of  specific  suggestions  and  recfetmendati'dns  as  to  how  soue 
of  the- auction  probleus  uay  be  net' or  solved.  The  answer' to  sone  of  thes'e  problcans 
is  to  be  found  in  what  has  been  done  by  successful  cooperatives  here  in  New 
England  and  elsewhere,  which  handle  poiutry  or  other  agricultural  products.   In 
other  problei-is,  nore  or  less  peculiar  to'the  auction  type  of  associ'dtion,  it  nay 
be  necessary  to  learn  the  solutions  by  trial  ahd  error-,  by- exp'eriehce,  or  by  the 
slow  processes- of "aaturation  and  adaptation' to  the-f actors  affecting  uarke ting  • 
operations.  ■.•■.,■:'..:;■••  •■ 
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r^T^rpTwr,  l:-bmbers  INFORMED 

Lawrence  H.  Bigney,  Manager,  Brockton  S^g  Cooperative  Inc., 
Brockton,  Ijlassachus'etts' 


This  undoubtedly  is  the  key  to  the  success  of  any  cooperative  that  is 
being  nonaged  properly.   Tl.e  nanageuent,  of  course,  consists  of  the  Board  of 
Directors  and  the  Manager. 

An  organization  that  is  successful  has  a  Board  of  Directors  which  is 
vitally  interested  in  every  detail  of  the  association  and  in  all  natters  pertaining 
to  it.   The  duties  of  the  directors  for  nenter ship  education  are  such  that  6ach 
nust  act  in  his  connunity  as  a  type  of  field  nan  for  the  cooperative,  so  that 
disgruntled  nenbers  uay  go  to  hin  for  advice  on  aatters  pertaining  to  their 
association.   It  is  essential  that  the  directors  of  a  cooperative  patronize  it,   . 
thus  naking  it  possible  for  then  to  "preach  what  they  practice." 

The  Manager  of  a  cooperative ' should  understand  thoroughly  the  situation 
which  confronts  its  uerabers.  ■  Ito  niist  b©- able  to  offer  sound  ad-vice  in  regard  to 
their  problems.   He  nust  also  acquaint  hinself  as  far  as  possible  with  each  uenber' s 
account,  so  that  he  can  talk  intelligently  about  it.   This  tends  to  give  every 
nenber  a  feeling  of  his  personal  inportance  and  place  in  the  activities  of  the 
association. 

All  nenbers  should  understand  thoi'oughly  the  fundauental  principles  of 
their  orgaaiization.  By  this,  I  aean  they  should  realize  its  inportance  to  then 
and  their  connunity  and  the  benefit  that  they  and  others  in  the  sane  industry  are 
deriving  ffon  it,  whether  it  be  a  narketing  or  a  purchasing  cooperative.  They, 
should  be  told  of  the  nethods  by  which  their  business  is  handled  -and,  if  it  is  a 
narketing  organization,  the  grades,  the  type  of  pack,  etc.  that  will  nake  their 
organization  a  success.   They  should  know  the  reasons  for  such  grades.   The  nenberg 
should  understand  the  policies  that  hav-e  been  adopted  ''oy   the  organization  and  why 
such  policies  have  been  adopted,  - 

All  of  this  teaching  nust  be  carried  -oh  through  the  nenbership  in  one 
way  or  another.   If  the  nenbers  are  ignorant  of  the  points  that  I -have  nentioned, 
they  nay  find  all  kinds  of  fault  with  the  returns  fron  narketing  organizations, 
or  with  the  prices  they  pay  for  nerchandise  purchased  through  cooperatives.   The 
nethods  by  which  the  nenbership  receives  this  infornation  nay  vary  depending  upon 
the  type  of  organization,  upon  its  location  in  relation  to  ^its  nenbers,  and  upon 
the  effort  that  the  nanagenent  is  willing  to  put  into  such  a  progran. 

A  weekly  or  nonthly  house  organ'  nay  be  issued.  This  is  prepared  usually 
by  tlie  Manager.  Prices  and  otheir  current  infornation  are  given.  New  policies  and 
changes  fron  tine  to  tine  in  policies  are  explained.  The  advantages  are  that  this 
plan  usually  entails  nuch  less  tine  than  sone  of  the  other  nethods  and  its  expense 
is  not  too  great.  The  disadvantage  is  that  nany  tines  it  does  not  answer  the 
question  that  is  uppernos.t  in  the  nenber' s  hind. 

There  is  also  the  opportunity  for  nenbership  education  through  nany 
publications  such  as  uagazines  and  newspapers.   This,  to  nj   niiid,  is  not  a 
satisfactory  nethod  of  nenbership  education.   It  does  not  give  a  feeling  of 
ownership  in  his  association.   This  sense  of  ownership  is  of  vital  inportance. 

Sone  associations  depend  entirely  upon  ueetings  of  the  entire  nenbersliip. 
Only  one  gathering,  at  the  tine  of  the  annual  neeting,  nay  be  held  during  the  year, 
or  such  neetings  nay  occur  noro  often.  Meetings  of  the  entire  nenbership  at  the 
association  headquarters,  if  practical,  do  help  to  a  certain  extent  in  that  they 
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get  uerabers  to  the  association  headc[uartdrs,^hGr--*o-therwise  uigiit  never  /^et  there. 
It  provides  an  opportvu-.ity  for  jettinj  the  neubers  tOf,ether  for  a  ceneral  good 
tine.  This  nelps  in  riany  ways  to  create  .^ood  Mil  toward  their  association.  It 
is  not  possible,  however,  to  explain  aany  of  the 'things  that  should  be  explained 
at  such  ueetings.  Many  of  those  present  have  questions  that  they  would  like  to 
have  answered  but  dare  not  ask  then  at  such  a  neeting.  Tney  50  away,  oftentiaes, 
very  little  wiser  than  when  they  can^. 

Perhaps  one  of  the  best  nethbds  of  tiehber ship' education  is  unit  rauetings. 
These  neetinf-s  should  be  held  often  and  in  as  nany  different  localities  as   is 
practical,    because  nore  can  be  acconplished  in  snail  j^TOups.      It   is  advisable,    if 
possible,    to  hold  these  neetings  at    soue  usiiar  gathering  place.     As  a  rule  those 
in  attendaiice  do  not  have^  f ar   to   travel  and  are  v#ell  acquainted  with  each  other. 

For  this  reason,    they  will  ask  the  quest  ions' that  they  want  raiswercd  rjid 
,  will  obtain  infornation  on  nany  of  the  natters' they,  have  in  nind.      Tlie  speaker  has 
tine  to  explain  a  topic  nore  thoroughly  at  these  infoitial  gatheS*ings.      The  only 
disadvaiitage  of  this  type  of  education  is   the  fact   that    it   seens   inpossible  to 
get  all  of   the  nenbers,    in  the  locality  in,  which  theneeting  is  held,    present  at 
the  ueeting.      Sone  of   then,  will  not  go  a  step  out  of  their  way  to  lea.rn   the.  facts 
that,  they  should  know.  ..  ■       ,'  !.  ' '.       ^  .  \  '.."'. 

Individual  contacts  with  edch'.nen'ber  in  his  ovto"'ba6l^ard, 'whbr     he^  will 
talk,    is  undoubtedly  the  best  ne'thod  of  nenb'ership   education.      It   is  far"  nore 
costly  to   the  association  than  any  other  nethod  here  nentioned.      But   it  aCconplisht- 
es  the  purpose  for  which  it   is. under tpJcen,   better  than  any  other  plan. 

I,   personally,   believe  that  the.  tine  'is  coning,    ahd  is  riot  too  i"ar  away, 
when  every  uarketing  cooperative.  *i'll:  have  a'  field  fiah 'to  d'd  ■gducational.' woTrk 
anong  its  nenbers.  ■"'  ';      '  ' 

To   sunnarize  briefly  .the  points  I :  have  discussed,    I  will  give'  in  the 
order  of   their  inportance,    what   I  believe  are  the  best  neans  of  getting  Infornation 
out   to  the  nenbers:  -•-■... 

1.  Personal,  contact,    together  with  a,  weekly  or  nonthly 
house  organ.  ;       '■  '    '"'  '- 

2.  Unit  ne'eting's. 

3-     I.leeting.s  ojf^  the  entire  nenbersiaip  at   the  "association 
headquarters.  .      ''      . '.'  ,  '     ....•..-. 

I  would  like  to   say  just  a  few  words   in  regard,  f^  the  duties  of  the 
nenber  to  his  association.      .1.  believe  tha.t  a  properly  inf orned  nenber  will   carry 
out   these  duties  as  he   should.'  '      '    '   ' 

A  nenber  should  have  a  feeling  of  ownership  in  the  a^ssociatloh  to  which 
he  belongs  and  should  take  upon  hiase^f  tlie  responsibility  of  electing  nen  to  the 
Board  of  Directors  who  are  not 'only  good  supporters  cf  the  association,  "but  who 
have  also   the  ear  narks  of  good  business  nen..      He   should  also  overlook  and  try  to 
overcone  propaganda  against   the  as.sociation,.  '7hich   is  passed  around  usually  by 
soneone  upon  whose  toes   thes  association  has  stepped.     And  last,    but  not  least,    he 
should  lend  his  entire  support , 'to  naking  his  cooperative'.a 'success  both  by 
patronage  and  througl.  the  creation 'of  good  will.      '      '    -  —  ■     '  ■    - 
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DISCUSSION  •^  ' 


Mr.   Munson;      I  noted  in  Mr.    Scanlari's' paper,    and  also   in  that  of  Mr.   Bigney,    two 
points  which  will  have  an  important  'bearihg' on  the  cost  of  operating  cooperatives. 

Mr.'  Scanlan  pointed  out,    if  I  heaJ*d  what  he  said  correctly,    a,  definite 
need  for  contact  work  withmehters".      Some 'of  the  associations  lack  this  to  a 
serious  degree.   '  •.----  .... 

Mr.   Bigney  pointed  out  the  need  of  contact  work,    and  goes   so  far  as  to 
recommend  personal  contact  wbrk,.      I'll  other  words  he   suggests  a  service  department, 
somewhat   similar  to' those  which' "big  dealers  have- for  serving  their  commercial 
sales  organizations.'" 'Such  afction  will  have  a -hearing  on  the  cost  of  operating 
these  cooperatives.      I  am  not    sure,    hut  it  may  increalse  the  membership  of  the 
cooperative,    and  cooperatives  may  find  personal  contact  the  best  plan.      It  may 
offer  the  possibility  of  decreasing' unit' costs.     ■ 

Mr.    Scanlan  pointed  out  that  a  certain  volume  of  business  would  have  to 
be  obtained  If  the  cost'  was  to  be'  decreased.  ■  To  get  that  volunie  povdtrymen  must 
understand  the  advnntagBs  of  an  organized  market,    and  the  place  of  the  cooperative. 
If  they  understand,    they  may  decide  to  -sell  more  "eggs  through  the  organization. 

Then  too   I  was   impressed  with  the  statement  Mr.    Scanlan  made  about   the 
decrease   in  the  number  of   eggs  in  the  top  grades.      This  presents  quite  a  serious 
pro'blem  for  the  cooperatives,    b'ecause,    in  develop i-ng  a  demand  for  o-or  goods,    we 
"thi^ik.of  the  possibilities  of  volume  and  of  the  quality  of  the  products  offered. 

As  Mr  .■'•Scanlan'  went- on  in  his  paper  I  wondered  whether  or  not  the  20 
per  cent  tolernnce  that  most  markets  allow  was  within  commercial  trade  practice. 
If  it  "is,    It  will  probably  prove -all  right'. ■     If  the  20  per  cent   tolera::ice  is  above 
what  "the  trade  is- expecting  it '  will'becone  a  handicap.      I  woiold  like  to  have  Mr. 
Scanlan^s  vi^ws  on  the 'question  of  increasing  costs  with  additional  members, 
"off  set  by  additional  business,  :and  also  on- the  point  of  tolerance'. 

Mr.  Scanlan;  Regarding  higher  costs  with  an  increase  in  membership,  you  will  find 
quite  a  large  prqportion  of  the  increases  in  cost  will  be  the  result  of  doing  more 
contact  work.'   ■  The  extent  to  which  this  may  "be  off  set  is  difficult  to  measure. 

It   is  not  necessary  that  membership  contacts   should  result  in  high  costs. 
If  the  association  "operates 'OVef  a  large  terrltpTy,    the  manager  and  the  directors 
do  not  have  time  fOr  many  personal   calls.'    Publications  "are  costly.      Therefore, 
there   should  be  contact  workers.    'Meetings'  are  held  once  a  month  at  which  pro- 
duction andnafketing  problems  arc  discussed,    'sometimes,    but  not  always  the 
director  of  that  district   is  present 'and  tolls  what   is"happening.      In  the  coTirse 
of  the  discussion  the  members  receive  good  ideas.      It   shotild  be  possible  to  do 
more  intensive  and  better  membership  work  than  has" been  done.      This  in  turn  will 
increase  menbership'and-' volume  and' then  pay  for-ltself. 

Mr.   Munson;    '  Who;t  is- yo-or  point  Of- view  in' regard  to  tolerance? 

Mr.    Scanlan;      That-  is  difficult   to  answer.      In  principle  the  associations  pay  the 
price  for  a  20  per  cent   tolerance,    but   sometimes  get  an  advanced  price  despite-  the 
tolerance.      It  would  seem  the  logical   thing  to  do  would  b6  to  have  a  10  per  cent 
tolerance. 

Mr.   Hal^ris;     Would  that  correspond  to  trade  practices-?  ••■ 
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liT .  Scanlan;  The  U.  S-  Grades  allon  the  20  per  cent  tolerance.  It  is  difficult 
to  neas\ire  the  results.  One  of  the  organizations  which  is  using  the  10  per  cent 
tolerance  is  the  Worcester,  Ohio  organizat.iOA.  As  far  as  the  trade  is  concerned, 
it  is  a  greater  advantage  than  the  20  per  cent ,  toleraiice . 

Mr.  Tower;   Speaking  of  a  tolerance  "basis,  we  might  sjay.this  goes  i^)  and  do-^Tn  this 
tine  of  year.  We  find,  in  other  words,  at  this  tine  of  year  (June)  that  the 
producers  are  willing  to  take  a  snaller  tolerance,  and  that  cohsuners  demand  nore 
eggs. 

Fron  the  standpoint  of  keeping  producers  infomed  as  to  uafket  conditions, 
we  have  contact  telephone  calls.  With.  2,000  producing  henters,  we  have  pick-iip 
stations  in  foxir  cities.  At  l+:00  P.  M.  we  }'iave  a  fifteea-^ninute  contact  to  inforu 
then  regarding- narket  trends.  Last  week  I  found  trends  to  he  upward,  and  notified 
then  that  they  night  expect  an  increase  in  price  before  the  end  of  the  week.  We 
find  that  the  nore  noney  we  spend. this  way,  the  tetter  off  we  arc;  nuch  better  off 
than  we  were  two  years  ago. 

Mr.  Scanlan;  i^rget  the  20  per  cent  tolerance.   The  iacreasing .cost "will  keep  the 
tolerance  down.  Enco-orage  the  producer  to  produce  top  grades.  .  Have.  70  or  SO  per 
cent  of  the  eggs  coning  in  as  top  grades,  and  do  not  try  too  hard  to  get  above  SO 
per  cent.  Much  of  the  lack  in  quality  is  due  to  the  handling  the  e^'s  receive  on 
the  fam. 

Mr.  Harris;   I  realize  sone  of  the  talks  are;  getting  into  grades  and  regiilations. 
"Has  anyone  any  f-urther  thoughts  on  the  problens  of  keeping  nenbers  infomed,  or 
on  the  operation  of  cooperatives  fron  the  standpoint  of  the  nanagenent  and  nenbers 
thereof?"  A  point  has  not  beenbrought  out  yet,  and  I  would  like,  to  raise  it.   It 
is  of  sone  interest  to  us  in  Rhode  Island  at  this  tine.   "How  nuch  service  should 
the  cooperative  organization  e>gpect  fron  official  agencies,  such  as  fron  workers 
in  the  State  Departnent  of  Agriculture  and  Conservation  and  the  Bureau  of  Markets?" 
Sone  states  are  charged  with  a  certain  anount  of  responsibility  in  setting  xip 
cooperative  organizations.  That  point  has  not  been  raised  here.   "How  do  sone  of 
you  folks  feel  in  regard  to  official  service,  and  attenpts  to  assist  in  "inproving 
cooperatives?"  ~  .     ., 

It  Was  suggested  this  question  was  on  the  progran  for  discussion  la'ter 
and  the  natter  was  deferred. 

Mr.  Reynolds:  Mr.  Scanlan  touched  on  the  fact  that,  in  the  napke ting"  of  eggs,, 
sonetines  there  is  a  question  of  how  nuch  you  can  conserve  on  a  given  narket; 
whether  there  should  be  two  prices,  one  for  base  and  one  for  surplus.  But  we  .'■ 
don't  want  to  get  into  that.  Already  it  has  been  nuch  discussed.  There  should 
be  no  changes,  if  the  thing  seens  to  be  working. 

Mr.  Scanlan;   I  think  the  chief  advantage  of  such  a  plan  is  sinilar  to  those  the 
Milk  Associations  have.   But  sone  of  the  associations  have  cone  so  far  that  they 
have  built  up  a  preferred  list  of  nenbers  who  deliver  eggs  the  year  roui;id.   They 
deliver  to  the  auction,  when  the  association  needs  eggs.   The  purpose  .of  auction 
plans  is  to  develop  in  nenbers  a  desire  to  deliver  eggs  the  year  round.  "!Die 
auction  should  be  the  source  for  a  certain  volune  of  eggs.  Another  .way  auctions 
are  growing  is  through  the  appeal  they  have  to  general  stores  #iich  order  a "large 
volune  of  a  certain  grade  of  eggs. 


The  erratic  producer  causes  the  surplus  price.  There  is  need  for  a 
sTorplus  sales  outlet.  Sone  place  should  be  fo\and  to  dispose  of  thpse-.  surplus 
eggs.   Sone  plan  should  be  worked  out,  or  eggs  will  be  sold  at  lower  prices. 
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SOLJE  PRQHLEMS  OF  WHOLESALE  AND  RETAIL  CONSUMER  CbOPERATIOH        /?-(^ 

Murrai'  D.  Lincoln,  Secretary  Ohio  State  Para  Bureau 

Coluobus,  Ohio  ... 


Whoevex  assigned  this  topic  to  ne  was  very  tho-u^tful.   It.  requires  only 
a  statement  of  gl)be  of  the  prolyl  ens.   It  doesn't  ask  for  solutions.  Wliether  the 
person  who  assigned  it  felt  there  were  no  solutions,  or  if  there  were,  that  I  did 
not  have  the  answers,  can  only  be  left,  to  conjectiire.   I  only  wish  I  did  have  the 
answers  to  air  the  probleas. .  >.         .,.-.,■ 

But  perhaps  I  can  do.  as  well- as  the  average  politician  about  whom  soueone 
has  saidj   "We  vote  for  a  candidate,  to.  apolitical  office  because  he  does  a  good 
job  of  stating  the  probl en,  but  we  fail  to  analyze  properly  his  solutions  -  if  he 
has  any."  ■    i-;.*"o.....," 

This  gro\ip,  I  an  sure,  knows  nost  of  the  probleas,  but  I  think  nestings 
of  this  type  nay  serve  a  real  purpose  In  providing  a  forun  to  develop  pr  obi  an  s  and 
experiences  and  ah  opportunity  to  talk  then  over. 

As  nany  of  you  Icnow,  nost  of  ny  business  experience  has  been  with  fam 
groi^js  engaged  in  producer  action,  or  what  fanaers  understood  to  be  producer 
action.  Out  of  this  experience,  sone  qviite  recent,  have  cone  sone  opinions  -  but 
nind,  I  do  not  say  convictions.  And  I  would  like' to  approach  ny  discussion  in  the 
nature  of  thinking  out  loud. 

Tine  will  not  pemit  an  extended  discussion  of  all  the  points  I  would 
like  to  nention.  Therefore,  I'll  nen-t ion  what  I  consider  najor  natters,  ajid  use  . 
such  tine  as  is  left  to  expand  certain  ones. _ 

First,  let  ne  read  a  general  staten^ent  that  I  have  written  explaining  -• 
why  I  believe  in  the  effectiveness  of  the  cooperative  novenent: 

The  iDurppse  of ,  an  econonic  systen  is  to  supply  the  necessities 
.  and  as  nany  conforts  as  possible  to  all  the  people  who  live  under  it. 

Political  and  econonic  procedures  that  do  not  drive  directly 
towards  correction  of  our  basic  social  proMeDs  will  eventually  prove 
ineffective.  '      *   ' 

Sone  of  our  present  najor-  social  probleus  night  be  listed 
as  standards  of  living;  unenployrient;  security,  or  lack  of  it;  nounting 
taxes;  war. 

People  definitely  wqjit  the  things  that  our  industrijil  and  ■ 
agricultural  systens  are. capable  of  producing. 

Our  present  and  traditional  econonic  and  political  approaches 
v^ich  seek  to  create  scarcities  in  o'rder  to  nake  high  prices,  whether.  ■ 
th-ey  be  industrial,' labor,,  or  agricultural,  have  within  then  the  seeds 
of  their  own  destruction. 

High  prices  are  generally  regarded  as  evidences  of  prosperity 
but  they  do  not  solve  the  basic  problen,  ■  It  is  the  power  to  cons-une, 
or  the  relationship .of  prices  to  incone,  that  is  the  real  key  to  the 
solution. 


'       '  In  other  Troras,    ve  have  the.  deoand  -  t^e  havfe  the  production.  r?iachinery  - 

we  have  the  nait-power  -  hut  we  lack  nass  purchasing  power,    and  to  ne  that  neans 
that  our  najor  genereJ.  problen  is  one  of  distribution.      ... 

It  costs  too  nuch  to  distribute  fjoods.     Famers  have  found  that  out. 
And  that's  why  they  are  for  the  cooperative  uovenent,   as  a  yardstick  nethod.     The 
cooperative  noveaent  is  effective  because: 

a.  Its  basic  notive  as  to  render  a  service,   or  fill  a  need, 
rather  than  to  nake  profits  or  "earnings  coa.  capital.  . 

b.  Definite  liaits  are  placed  on  dividends  on  capital.; 

c.  Profits  or  savings  are  ;distributed..on  the  basis  of 
patronage  rather  than  stock  holdings  -  thus  increasing-uass  purchasing 
power.      In  addition  to  patronage  dividends,    or   in  lieu  of  thea,    coopera- 
tives give  benefits  ty  bringing  about  reductions  in  the  general  price     . 
level. 

d.  Cooperatives  ar-e  controlled  denocratioally  -  one  nan, 
one  vote  -  by  those  who  patronize  the  business  and  pake  it  possible, 
thus  providing  against  ezploitation. 

The  dBpression  of  the  2Q' s  led  the  faraers  of  this, nation  to  look  into 
the  cooperative  noveaent.      The  depression  of  the  early  30' s  stiaulated  a  great, 
inter-est  in  cooperation  on  the  part  of  people  in.  the.  cities.      The  present  recession 
is  further  stiaulating  this  interest.  .  i.-  i    ''.■■■ 


Second  -   I  would  like  to  discuss  what  is,    in  ay  nind,    beconing  a  aost 
inportant  natter  -  perhaps  the  nost  inportant  uatter  when  considering  ways  to 
iaprove  general  standards  of  living,    cr  to  bring  about  a  fairer  distribution  of 
national  incone.     This  I  assrune  you  all  will  agree  is  the  sought-for  end  of  all 
o-'jT  efforts,    either  collective  or  individual. 

.  And  that  is  the  relative  effectiveness  of  producer  vs.    consuaer  action. 

Bie  nore  i   study  the  whole  question  of  producer  and  cansuaer  action, 
and  the  f<jreeB  and  attitudes  that  are  involved,    the  aore   I  wonder  if  there  are 
not  in  it   soae  answers   to   the  perplexing  probleas  we  have   in  our  cooperative 
developaent.     Also,    that   there  nay  be  in  this  field  the  basis  for  concerted  action, 
on  the  part,  of  the  great  uasses  of  Qur  people.,    through  which  they  ccji  take  over 
the  econonic  aaxshinery  and  that  will  reflect  to  then,  the  share  of  the  national 
incone  to  which  their  labors  entitle  theu,   and  which  social  and  econoaic  justice 
warrant  s . 

Before  I  can  discuss  intelligently  the  relationships  of  producers  and 
consuners  I  think  we  need  to  delve  into  soae  of  the  factors  involved  an.d  to 
analyze  our  thinking  on  tho-subject*     My  reasoning  is  this; 

We  begin  our  life  as  consiaaers.     We  becoae  prodaqers  in  order  to  live 
or  confi-une.      Consioaption  is  a  natural  process.     Production  is  an  artificial  or 
forced  one,    or  an  acqtdred  one. 

In  the  pioneer  period  we  struggled  to  overcone  scarcity  of  food,    siiclter 
and  rainent.     Now,    due  to  what   science,  has  acconpli.shed  in  the  production  of  food, 
and  in  nanufacturing,    we  have  arrived  at  an  age  of  real  plenty,   as  far  as  pro- 
duction goes.     But  we  have  Inadeq'uate  consvinption  because  of  the  lack  of  purchasing 
power,   because  of  high  distributive  costs,   and  because  of  the  profit  systen  with 


its  tariffs,    its  adnopolies,   and  its  other  restrictions. 

Because  of  the  efforts  "between  competing  groups  of  producers,    as  well 
as  between  nations,    to  control  the  production  of  both- raw  naterisuLs  and  nanu- 
factured  products  for  their  bonsmnp'tive 'benefits,   -tre'tave  the  paradoxes  of 'dire 
poverty  anidst  great  accionulations  of  "wealth;    of  hunger  an  ids  t  great  surpluses  of 
food;    of  unenplo^ent  on.  the  part  of  people,  whose  needs  have  never  teen  satisfied, 
i^ose  wants  and  desires  have  not  even 'teen' tiet;'aiid  of  war  and  hate,   mien  the 
connon  people  of  all  lands  really  desire' peace  andT  good  will. 

Mrs..  Sidney  Wetb,   an.JEagLish  writer,    in  hejr..;pariphlet  entitled  "The 
Discovery  of  the  Consuaer,">s^s. this:'     "  "■  " 's    /-    ' 

"I  "beiieve  this 'distinction  "between'  the  kirids  of  organization  -  "between 
Associations  of  Producers  on  the  one  hand  and  i&'ssociations  of  Consviners  on  the 
other  -  to  be  no  idle  fancy^   but  perhaps  the  no st  pregnant  and  inportant  piece  of 
classification  in  JJxe  whole  range  of  sociology/*  '  ^ ."    .      ? 

in  reference  to  the'HocHdale  Pioneers,"  she  also   said:      "Ihese  unlettered 
flannel  weavers  had  unwittingly  discovered,    in  the  co\irse  of  years,   ""^y  the  nethod 
of  trial  and  error,    that  the  nost  ossential  elenent   in  the  creation  of   'value'    in 
the  econdnic  ,sen.se'  is  neither  labour"  nor  capital,   but  the  correspondence  of  the 
application  of  labour  with  spne  actually  felt   specific  desire.'" 

Third-  In  "view  :pf  the  abiov^,    t  an 'conn^9±iig-to"  think.  ( I'^n  not  ready 
to   say  it  is  a.cqnvicliion)'   that:      'I  .    .~1"     .  ".     .'  '..    '    ,"         .     -    .'-   -  ' 

;  ....0.V  .-:-.L-  gf  jjiioii  'of  Oui'-gffort  as  fdrqers  .to  soiveOTir-'general  ■  -  •  ■■•  ; 
probidns"'thr6-d^pi*oduder  "action j'  alone,  is  atortiTre.  It  will  nevOT-  • 
give.",  desired"  "results.     ".   ".'     .:    ;    '/   '■'  '.'.'.''■'      ."."■.'.' 

b.  Our  so-called  farner  bargainiiig  associations  are  that  •— •'• 
in;n?me.  only  -  not  in  actuality.  ,    The. effort  has  been  justified  in 
"that  "they  have  "cleanod  up  aroxmd"  the  "edges"  as^Kf.   Hull   said  yester- 
day.    We  have  assured  fair  weights"  and' grades  ( I' guess)'  but  literally 
nothing  has  been  acconplished  toweurds  reflecting  a  greater  share  of 
national  incone.to  faraer§."\   .'.  .  ^/.-s*     ..   -•-■  -..,. 

c.  Governnent  regulation  won't  work.    "Those 'we  are' siipposed" 
to  regulate., find  Ways  and  neons  of  r.egulating  the  regulators.      (Don't 
anybody,  take  oi'fense!' at  this."    'Our  governnent  regulators  are' like  the 
piano"  player  in  a  western "nihing  canp'  who  put  a  sigh"  dver  the  piano      "_ 
reading,    "Don't   shoot  the  piano  player  -  he' s"  doing"  the  best  he"  can". "" "' 

took' aV't^e.'' record,'  the.ef  fdr.t'famers  hayeput  into  orgianization  in 
the  last  twen^yVyeaj"s .-  the'noney 'and  ei'for't.'the'go.vernn'en.t'has  'spent  throu^.  the 
Pam  Board,    AAA,    and  in  other  ways.      We" night  likeh' this  situation  to  the.  fellow 
who  was  asked  vrtiy  he  never  went  up  in  an  airplane.      He  replied,    "If  you" are  in  an 
auto  or  railroad  car^an.d  you  haye  an  accident,,  why,  there  you  are   !     But  if  you  are 
up  in  the  air' and  sonethihg  happens  -"  vdiy  where  aire  you?" 

jSo  .wefni^t  ;^r9perly  ask  aftfiP'sdr^these; years 'ris^ere,'^     we?   .. 

Why"  Wboay  thinks' we  can  ihcrease  the" 'stahdard's'of  living  of  everybody 
by  producing  less  of  anything  is  beyond  ne.     Producers  are  the. only  ones  interested 
in  scarcity  -  "con sutlers"  are  interested  In" pi ent jr.      And  I  thiiik  the  toe  .universal 
amplication  of-  the  producer  theory  is'  stalling  ou"r"  whole".  -e.CJOhonid  nac^liaerj'-. .,   This 
in  turn  is  threateiiing  otir"  social  order".  '        ""    


1>1 

I  want  to  read  fron  a  booklet  put  out  ty  St.  Francis  Xavier  College, 
Nova  Scotia: 

"7e,  the  people,  nust  regain  .collectively  the  power  to 
serve  our  own  wants  by  owning  and  operating  the  nachine^ry  by  which 
our  wants  are  served.  How  shall  we  do  it? 

"There  are  three  collective,  nethods  Of  regaining  owner-  . 
ship:  (1)  as  citizens  throij^  political  action,  (2)  as  produceTs, 
(3)  as  consumers.  Whicn  is  the  best  niethod? 

"Political  action  cannot  pioneer- '  Restjing  as  it  does  ' ' 
upon  the  consent  of  all  the  people,  political  action  is  a  safe 
procedure  only  after  the  feasibility  of  an  idea  has  been  denonstrated 
and  the  people  are  of  one  nind. 

"Cooperation  as  producers  stresses' the  selfish  interest 
of  one  group  as  against  another  and  pronotes  the  sajao  self-seeking 
conpetition  between  groups  of  producers  which  defeats  its  own  ends 
in  private  enterprise. 

"Cooperation  as  consutiers  is  the  Vital  elonent  of  econonic 
control.   The  free  decision  of  the  consuner  to  buy  in  any  narket  he 
chooses  constitutes  a  power  which  neither  direct  political  action 
nor  direct  producer  action  can  rival.  Political  action  is  essential 
to  naintain  the  freedon  under  whidri  voluntary  associations  of  en- 
ployees  nay  be  organized  for  the  purpose  of  obtaining  adequate  bargain- 
ing power,  fair  wages  and  equitable  working  .conditions.  (And  at  this 
point  I  would  add  that  cooperative  producer  action  on  the  part  of 
famers  is  essential  in  the  bargaining  for  price,  quality  and  service.) 
But  collective  consTJner  action  is  the  source  of  power  through  which 
consuner  control,  or  control  by  those  for  whon  all  goods  ajid  services 
exist,  can  be  exercised  directly  in  the  interests  of  consuner  owner- 
ship." ,.;.,  ,.      ,..•,,:;   ;  .  ,   ;  ... 

Now,  what  to  dp  about  it?  I'n  going  to  throw  out  a  few  suggestions 
even  though  ny  subject  doesn't  call  for  it. 

1.  We  need  a  fresh  approach,  to  clear  our  ninds  of  old 
prejudices,  to  over cone  our  fetishes  of  worshipping  wLat  has  been 
and  to  try  to  think  through,  what  night  be- 

'    -    ia.   order  to  do  this  I  earnestly  recouneiid  consideration 
of  what  has  been  temed  study  groups .   I  got  ny  first  baptisn  of  the 
value  of  such  fron  Nova  Scotia. 

People  in  general  do  not  realize  the  power  of  collective 
action  through  organization.  And  certainly  we  have  never,  in  Anerica, 
discovered  the  power  of  consuner  action  and  put  it  to  work  for  the 
general  good. 

2.  We  need  to  renew  our  faith  in  the  denocratic  processes. 

That  we  are  slipping  is  ©"wldenced  by  our  turning  to 
govemnent  to  do  so  nany  things  that  I  believe  nay  be  acconplished 
pemanently  and  satisfactorily  only  through  voluntary  group  action. 

Price  fixing  and  control' of  production,  as  evidenced  by  the  late 
lamented  NEA;  the  Bituainous  Coal  Connision.;  the  present  AAA  and  other  plans,  are 
leading  to  aone  fom  of  dictatorship,  believe  it  or  not. 


Our  forefathers' gave  up"tg^'gDfiabl6'cc6nonic^^a^  secrarity  in  order 

to  be  able  to- worsbip  as -they,  ;saw  .filj,   and  to  , work  , out  a  political,  denocrficy. 

Now  we  need  to  do   soae  nore  pioneering  in  order  to  assure  econonic, 
political,    and  religious  freedon.     Until  we  do   I  don't  believe  we'll   ever  haVe  a 
true  political  denocracy,   because  the  large  econonic  producer  groups  have  too  n-uch 
power  in  our  political   set-pp. 

Literally  I   can  think  of  no  other  way  to  correct  nany  of  the  conditions 
that  bother  us  than  to   set  up  nore  econonic  cooperative  nachinery  to "handle,   and 
produce  if  necessary,- nany  of  the  goods  and  services  that. people., need  and  desire. 

T?hy  should  famers  linit  their  efforts  to  feed,   fertiii'zer,    f«nce,   wlieh 
..in  Ohio, -at  least,    farners  spend,  nore  noney  for  purchased  food  than  they  do  for 
anything  else;   nore  for  clothing  than  they  do  for  farn  nachinery;   nore  for. house-, 
hold  operations  than  they  do .for  feed; ,  nore  for  furniture- than"  they  do  for  ferti- 
lizer;  as  rnoch  for  insurance  as  they' do  for  gasoline;   nore  for 'health  protectipn' 
than  they  do  for  fence  and  twine. 

Not  that  we  should  do  less  on. feed,    fence,    twiiie,    etc.,    but  nore  on  the 
others.  ,  ,,  '     '.  '      '''  '^ 

Now  perhaps  you  are  saying,    well,   you've  not  nentioned  your'  subject  at^' 
all.'    Well,    that's  deliberate  on  ny  part.      I'n  not  wbri'led  in  the  least  about 
nany  things  that  we  generally  talk,  about  in,  oi;ir  ppoperative  group,  .  capital,    credit, 

naiiagen.eht,    directors,  "nenbership  understaji'ding.     Jp.1  those  are' inportaht.     Ba,t 
fa.rners'ha.ve  proved  that  they' can  s.elect  directors,    'e::iploy  nanageuent,    and.co.nduct 
large-scale'  enterprises  to  their  ■  b.eh.eif  it  and.  prof  it /'when...  ti'xey.  are  on  .tihe  figlit    '.'. 

fuhdan  en  t:9.1  basis,   .."'/.,,.'   .'"    '  '       ■   '.,  '   ~    :    ;.  \""'  ■.-...'   '  .'.. 


i.'V£  .7; 


'.Parsers,'  ccoperatively:  .    /.:,.;        . .  •  '.    ' '■     ';"  .^,.1  .■•' j- ->'..'.,/;  ,-,v'.^'»-j. 

Have  built  the  largest  feed  nill  in  the  world;        ^  " 

..,;.,.  .....   H?iJQdie  ..the  largest  fertiid.zer  to;nna^e  of  any  grotqp;       .,,..,■_    ..;,•...•   .., 

Handle  the  third  largest-,  anomt;  of  wire- fence;   and,..  .     .    .■,■-,;  .,f..-j^ 

.,  Have  the  fifth  largest .  putxial  auto  insurance  conpany.  .    f^-.j  ;;■£.;).,;;,  jj /;,)<> 

in  the  United  States.  '  .       ,"     '■  -      •/..,  '.'•    ■'.?';■/'■•■. 

.  .       ..V      ;.       We,    in  Cftiio,,   developed  33-I/3  per  centpetrQleTJu  distri-^;; 
,  -,  .'  bution  in  four  years. 

,  ,  Now  cooperative  action  is.  just  beginning  to  percolate  ti^o-ugh.  the  urban 
nind.  .Ihe'next  depre.ssion^  nill  :develop- it.  .'further.  And  I,. haven' t  any  fear  -but  ... 
what  Tirban  people  will,  dp  as, good  a  job  as  farriers  when  tiaey.get  started..,  iEh^..,  .. 
haven't  had  the  econonic 'urge  yet. . 

Farners,  nore  oven  than  the  urban  people  then selves,  I  believe,  can  well 
afford. to  assist  urban  folks  get  organized  into  cooperatives  as- a  Desins  of  helping 
theQsfelv6s. 

•       .1  believe  farners  alo^e  can  nevbr  lick  the  present  distribution  systen.  . 

Distribution  is . oUr  najor  problisn  today...    If  we  would  py.t  one-third  the 
effort  We  use  in  trying  to  regulate  prices  dnd  .produ6tion,    on.-that,   we  would  not 
only  help  ourselves  but   everyone  else.      '   '  ''     *'v    .■.     .       • 
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THE  milTED  COOPERATIVE  SOCIETY  OF  IjIATNAED 

Charles  W,  MrJity,  President;  United  Coojierative  Socie'ty  of  llaynard,  'Inc. 
Maynard,  liissachusetts 


The  United  Cooperative  Society  of  Maynar.d  originally  was  or^anizeai,  in 
1907,  ty  a  croup  of  Finnish  people.  We  are  not  now  a  strictly  national  ti'roup, 
having  a  nonr Finnish  nealxership  of  about  65  jper  cent.-   •.  :  .:.':■':  ■.■■• 

The  average  incone  of  the  neuters  of  the  Cooperative  Society  of  Mcsynard 
is  $750'  a  year.  Last  year  the  voluuo  of  busiiiess  was  $509,000,  with  a  nenbersliip 
of  1100.  We  really  have  :^ot  done  as  good  a  Job  as  we  shoiild  have.  Our  educational 
progran  up  lo  two  or  three  years  ago  was  sadly  lacking.  Only  about  $250-  a  year  was 
appropriated  for  education.-  A  fe^r  years. a^^  we  finally  woke  v^   to  the  fact  that 
cooperatives  were  opposed  by  private  industries,  and  it  was  only  through  education 
t;hat  we  would  be  able  t-o  do-gnything  about  it.  Last  yeai"  the  organization' appropri- 
ated $2500  for  educational  purposes.  <  . 

At  the  present;  tine  we  liave  about  53  employees,  and  we  are  proud  to  say 
we  have  been  paying  approxinately  20  per  cent  nore  to  our  enployees  than  other 
businesses  in  the  town  for  the  sane  type  of  work.  Recently  we  had  to  institute  a 
pay  cut-  Our  business  today,  :is  About ,9  per , cent  behind  what  it  was  last  year. 

Maynard  is  a  one  industry  town;.  Tiie  Anerican  'Woolen  Conpany  has  a  nill 
there  and  for  the  past  eight  nonths  it  has.  been  running  at  only  about  5  per  cent 
capacity,   I  work  in  the  connur.ity  as  a  teacher,  and  I  know  the  situation.  There 
has  been  a  great  deal  of  talk  in  the  tovm  concerning  the  cutting  of  the  wages  of 
the  nunicipal  enployees.   The  fact  is,  it  is  quite  renarkable  that  we  have  been 
able  to  weather  the  conditions,  and  that  the  Society  is  not  in  a  nuch  poorer 
financial  condition  than  in  the  past.  We  found  our  own  enployees  very  cooperative 
about  the  wage  cut. 

As  to  our  price  policy,  certain  things  that  have  arisen  in  the  past  two 
or  three  years  illustrate  our  price  policy.  We  were   faced  recently  with  a  con^ 
plaint  frou  the  Milk  Control  Board  that  we  were  selling  too  high  a  quality  of  nilk 
for  too  low  a  price..  The  Milk  Control  Board  controls  the  price  of  uilk  in  the 
state,  and  last  July  they  wanted  to  advance  the  price  of  nilk  delivered  to 
consuuers  to  ik   cents  per  quart.  Practically  all  the  nilk  dealers  in  the  town 
wanted  to  put  this  advance  into  effect. 

We  told  the  Board  that  the  people  in  Mcjynard. would  not  be  able  to  pay 
ih   cents  for  nilk.   V7e  finally  won  out,  and  dealers  distriuuted  nilk  to  neighbor- 
ing towns  for  ik   cents  whereas  the  price  in  Maynard  was  I3  cents.  We  have  paid 
famers  $3.35  per  100  pounds  for  nilk  testing  3.9  per  cent  butterfat.  That  is 
the  price  that  all  the  dealers  in  that  vicinity  pay  now.  For  the  last  6  or  7 
years  our  price  to  the  producer  has  varied  anywhere  fron  7  to  J^   cents  per  quArt. 
We  buy  ndst  of  our  nilk  according  to  a  surplus  rating.  We  set  up  certain  ratings 
to  the  famer  and  pay  hin  top  prices. 

The  original  organization  wa.s  a. grocery  store.   It  was  organized  by  ISJ 
neubers  who  pooled  together  $l600  for  the  original  capitalization  of  the  business. 
For  the  first  two  or  three  years  there  was  no  nargin  of  saving  at  all.   They  were 
just  about  able  to  keep  their  heads  above  water.   In  I91I,  four  years  after  the 
Sbciety  was  organized,  they  had  the  courage  to  go  ahead  and  purchase  the  building 
in  which  the  store  is  located^  for  $^,000.   Within  a  period  of  j   years  they  iiad 
paid  fbr  it.   Only  $U,000  in  cash  has  been  put  into  the  Maynard  Cooperative  Society 
by  the  nenbers. 


■/3-^ 


In  the  30  years -we-have-toen /ia--Msine&s--we  bcaYe.pp.id  back  $370,000   in 
rebates.     Our  assets  are  about  $125,000.      So  with  the  $U,000  capital  invostnent 
we  have  been  able  to  pay  back  $370,000''  in  rebates,    estp-blish  a  bakery,   purchase 
the  building  for  the  store,    sot  up  a  gasoline  filling  station,    a  nilk  plant,    and 
a  branch  store.      The  branch  store  was  opened  in  I936  at  a  cost  of  $25,000.      We 
have  been  paying  approxinatcly  k  per  cent   in  rebates,   and  the  neiibership  is 
putting  an"  additional  one-half  of  one  per  cent  into  a  reserve  fund  for  educational 
purposes. 

The  United  Cooperative  Society  of  Maynard  is  affiliated  with  the  Sistern 
Cooperative  Ifcolesale,  which  is  the  wholesale  agency  for  a  nlajordty  of  the 
cooperatives  in  the  Atl-antic  seaboard  states.  There  is-  a  branch  in  Boston  whicli.'. 
takes  care  of  the  various  cooperatives  in  this  area.-  Our  present  plans  call  f  or  "•' 
setting  vip  a  burial  society,  and '"also 'a  nedical  cooperative.'  The  Board  of 
Directors"  are  investigating  the -possibilities  of  establishing  these  services  for- '^ 
our  nenbers.  ■    .  ■  - 

I  feel   the  greatest  need  of  cooperatives  is  education.      We  have  carried 
on  our  educational  progTan  chiefly  through  study  grovips.     We  have  found  these  to 
be  very  successf\ili  ■        ..     -   . 
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,  THE  WORKERS'  GOOFERA.TIVE  UKIOM  IHC.    . 

A.  A.,  Serafin,  lianWjer  WorkersVCooperntive. Union  Inc. 
Stafford  Sprint::s,  Co:anecticut  '  • 


Before  going  into  the  history  of  this  cooperative  retail  store  let  no 
say  that  the  aiia  of  the  cooperative  novenent  is  to  establisli  a  world-wide  econc5uic 
systen  of  the  people,  by  the. people,  and  for  ttie  people.  The  skeleton  of  this 
systeu  already  exists;  this  cooperative,  with  nany  others  fron  Pennsylvania  to. 
Maine,  is  a  aeuber  of  the  Eastern  Cooperative  Wholesale.   The  Eastern  Cooperative 
Fxiolesale,  with  seven  others  in  the. United  States,  foms  the  National  Cooperatives 
Inc.  National  Cooperatives  Inc.  and  other  wholoealc  cooperatives  over  the  world 
nake  tip  the  International  Cooperative  Alliance.  Again  let  ne  state  that  the 
purpose  of  cooperatives  is  to  produce  a  "nationally  self-contained  econouic' 
denocracy." 

it  was  in  Rochdale,  England,  in  the  so-called  "hungry  forties, "  that  the 
cooperative  novenent  began.  A  uere  ioandful  of  poor  weavers  started  this, so-called 
cooperative  novenent.   They  were  discoiiraged  with  the  econoaic  state  of  affairs  in 
England  at  that  particular  ti;ae  and  were  sadly  disillusioned  by  the  attenpts  nade 
through  political  action  to  bring  econonic  refom. 

For  nore  than  a  year  they  scriupod  to  accunulate  $1^0.   Triis  sun  was 
used  to  establish  and  operate  successfully,  under  the  principles  they  developed, 
the  world's  ntinber  one  cooperative.   Pron  this  hunble  beginning  grew  a  business 
which  is  now  exceeded  in  volume  only  by  the  Bank  of  England.  Briefly,  this  was 
the  origin  of  the  Rochdale  principles  which  enphasized  coo^,eration  and  nutual  aid 
anong  people. 

In  1911  a  snail  group  of  Italian  textile  workers  in  Stafford  Springs, 
Connecticut,  discussed  the  possibility  of  inproving  their  scant  living  conditions 
through  unified  action.  These  people  had  learned  a  little  about  the  cooperative 
novenent  and  the  principles  of  cooperation  in  their  native  Italy.  They  were  not 
enbarking  on  a  strange  and  new  course,  as  others  had  done  in  the  past.  Previous 
to  their  innigration  to  this  country,  the  cooperative  novenent  in  Italy  had  been 
fairly  strong.   In  this  way  they  knew  a  little  about  it. 

At  that  particular  tine  Anerica  was  developing  and  still  provided  nany 
opport-onities.   Italians  and  others  fron  the  coiontries  of  Western  Europe  sought 
opportunities  in  this  land  of  pronise  and  enterprise.   It  was  after  their 
innigration  that  Prenier  Mussolini  cajne  into  power  and  destroyed  whatever  progress 
the  cooperative  novenent  had  achieved  in  Italy. 

The  nenbers  of  this  particular  group  of  Italian  iunigrants  cane  fron  the 
sane  section  of  Italy,  were  of  the  sane  econonic  status  and  had  nany  other  things 
in  connon.   They  settled  in  Stafford  Springs  and  originated  one  of  the  first 
cooperative  enterprises  in  this  section  of  the  United  States.   Without  uuch  ado, 
about  forty  textile  workers  invested  sone  cash  and  a  society  was  organized  under 
the  nane  of  the  Italian  Cooperative  and  Social  Club. 

They  rented  a  snail  place  and,  on  Saturday  nights,  the  nenbers  would 
pool  their  orders  for  their  personal  needs,  nostly  groceries,  for  the  coning  week. 
These  goods  were  purchased  at  wholesale  prices  aiid  a  slight  anount  over  the 
wholesale  price  was  paid  by  the  no-nbers  to  defray  the  expenses  incurred  in  handling 
the  goods. 

Of  course  this  was  only  a  crude  atteapt  to  establish  a  true  cooperative 


conforaing  with  the  Rochdale  principles.   Nevertheless  its  purpose, was  carried  out 
and  in  a  sense  it  was  very  successful  at  the  tiue.   The  novenent  expanded  a.t  a 
rapid  rate.   It  soon  "becane  necessary  to  ptirchase  a  horse  and  wagon  and  to  hire  a 
nan  who  went  from  house  to  house  taJcing  orders  and  naking  deliveries. 

For  nine  years  the  "business  continued  with  little  progress  and  often  was 
threatened  with  disorganization,  because  of  lack  of  interest  and  petty  quarrels. 
It  enco-untered  the  pitfalls  and  -set-backs  counon  to  all  cooperatives,  such  as 
difficulties  in  aanagenent  and  disagreenents  anong  the  directors.  Policies  could 
not  "be  agreed  upon  and  boards  and  nanagers  cane  and  went  in  rapid  succession. 
Their  quarrels  and  dissigreenents  had  a  decidedly  unfavorable  effect  on  the  business. 

When  the  I919  strike  of  textile  workers  took  place  in  a  dozen  cities  and 
towns  in  New  England,  New  York  and  New  Jersey,  the  workers  at  Stafford  Springs 
responded  with  the  rest.   When  the  Inalganated  Textile  Workers  of  jiaerica  was 
fomed,  and  nill  hands  in  the  town  established  their  own  local  unit.   During  this 
restless  period  the  Cooperative  was  near  failure  and  soue  of  its  nenbers  suggested 
that  the  labor  union  take  it  over. 

The  Union  agreed  to  the  suggestion  and  about  one  hundred  and  twenty 
workers  subscribed  to  shares.  A  comaittee  was  elected  to  draft  by-laws  and  prepare 
other  necessary  details.   Tt e  new  association,  its  nenbers  niade  up  of  textile 
workers,  becane  incorporated  under  the  nane  of  Workers'  Cooperative  Union,  and 
joined  the  Cooperative  League  of  the  United  States  of  Auerica. 

Affiliation  with  the  Cooperative  League  practically  assured  the  Associ- 
ation permanent  existence  and  narked  a  huge  step  in  progress.   It  also  abolished 
the  nain  cause  of  its  previous  hardships,  nanely  the  failure  ef  the  group  to  get 
acquainted  and  connected  with  other  sinilar  groups. 

During  the  first  nine  years  ff  its  existence,  the  aenbers  of  the 
cooperative  had  nade  no  attenpts  to  associate  with  or  visit  other  sinilar  associ- 
ations. As  a  resiolt  they  had  learned  practically  nothing  regarding  correct 
procedure  in  an  efficient  and  well  nanaged  cooperative  retail  store. 

When  the  nev/  Board  was  elected  they  had  to  begin  at  the  botton.   This 
Board  was  conposed  of  several  different  nationalities.   Tlie  uenbers  ef  the  Board 
had  different  ideas.   Consequently  the  organization  definitely  dropped  the  purely 
nationalistic  phase  in  which  it  had  operated.   It  was  decided  to  sell  to  nenbers 
OTily.  A  new  nanager  was  hired  who  stayed  only  a  week.  Another  nanager  was  chosen 
and  he  t*o  stayed  for  a  short  length  of  tine,  only  three  weeks.   Then  a  nenber  of 
the  Board  was  chosen  to  act  as  nanager. 

The  new  association  was  incorporated  in  June,  I920.  At  the  end  of  June, 
1921,  it  was  in  the  red  about  $1500.   It  was  then  decided  th   sell  to  the  general 
public  and  business  improved  innensely.   This  change  in  policy  narked  another 
turning  point  in  the  growth  of  the  store. 

However,  conditions  were  not  too  bright.   Disagreement  developed  anong 
the  directors  and  nore  changes  were  nade  in  the  uanagenent.   This  was  due  to 
differences  between  the  board  nenbers  and  the  nanager,  which  led  to  the  resignation 
of  the  nanager  in  October,  I922. 

In  the  neantine  the  vrolune  of  business  had  increased  fron  $500  per  week 
in  1920  to  about  $g6o  in  1922.   One  of  the  clerks  was  chosen  nanager.   Business 
improved  for  another  two  years,  and  then  cane  the  test.   T/oiild  the  association 
continue  to  progress,  or  would  it  slowly  die  because  of  poor  uanagenent  and 
dissatisfaction?  At  the  annual  meeting  held  in  August  1924,  a  certain  group 
shouted  their  disapproval  of  the  way  the  store  was  being  operated.   The  Board  of 
Directors  sinply  invited. then  to  take  over  the  nanagenent  and  do  better  if  they 
thought  they  could. 


I'        In  August  19.2U  half  of  the  Board  r^si^^ea  and  for  c  while  it  w.'^s  .feared 
that  the  cooperative  would  cease  to  exist.'  An  entirely  new  Board  7/as  elected, 
having"only  one  ueuber  who  had  ever  served  on  the  Board  since  the  incorporation: 
of  the  society!  The  nev;  Board  ii.;uodiately  "began  to  do  tainj^s  in  a  big  way.  They 
dischaXi^ed  the  nrjia«r,-er  and  replaced  hia  viith   a  uan  fron  a  local  chain  store. 

They  withdrew  frOu  the  Cooperative  Leayie^of '  Aj-ierica-;   They  had.  a  new  . 
set  of  "by-laws  drafted  by  r.  locpJt  lawyer,  but  these  by-laws  were  never  brouoht 
before  a  general  i.ieetint;  for  r,cr)i"0val  and  acceptance.   The  new  o.uditine  committee 
claiiMed -that  irregularities  had  existed  under  the  old  Board.   This  was  denied  by 
the  foruer  Board  'and  nanaser.   In>  spi-te  of  this  added  trouble  businesc  stea(j_ily' 
increased,  and  in  1^25  four  new  nen  were  elected  to  the  Board. 

■  In  the-latler  part  of  1325  the  Cooperative  Lea^rae  established,  its  0\7n  .;  ■ 
auditih;-^  service.  A  nev?  and  inproved  bookkeepiii,-;  systeri  was  installed  by  the 
auditor  -fron  the' Leaf:;ue.   Since- then  t;io  books  have  been  audited  .sen i-annually  by 
theLeafj^e. 

In  1926  liore  trouble  arose.  Half  of  the  directors  resigned  and  a 
tenporary  ^bard  was  forued  by  the  renaininf;  uenbers.  It  Was  inpossible  to  for:.i 
a ■  p erna-"ient  Board.  For  four  nonths  the  business  Was  run  by  the  uana^:^er.  '  Ho  "was  •• 
not  a  cGoperator  in  any  sense  of  the  word,  but  the  books  rere  kept  bya  coopera-  ■ 
ting  Eienber.  At  this  particular  tine  the  Easteri.  States  Cooperative  Lea^^ue  was  ~  ■' 
organized  and  in  1^27  the  store  joined  the  Lea{jij.e.  ■■■  ■ 

.  Decenber  1^26  narks  an  inportant  date  in  the  progress  of  the:  store  for 

during  that  uonth  a- decision  uituer  to  buy  or  erect  a  building  was  aade.  Much  - 

tine  was'  consumed  attending  to  prelininary  details  and  in  investigations  concerning 
the  project.  .   '  .   •   ^  :./;;;>«.  i,jy^.  h'i'i^''' 

The  business,  w:iich  in.  August  1;^26  had  passed  the  $1300  a  wec^rcark, 
dropped  to  lest:  than.  $1000  per  week  in  1/iarch  I927.  The  chief  reasoas  for  tnis 
drastic  decrease  in.  business  were  chain  store  coapetition  and  loss  of  interest' 
by  the  aanager..  He  felt  that  the  store  cotdd  not  coapete  with  the  ciaain.s  and-    : 
therefore  wo-uld  not  exist  long.  He  began  looking  for  another  job  and  in  May  192? 
left,  the  store.  .  i.' 

To  fill  the  vacancy  a  clerk,  twenty- tliree  years  of  age,  was  given  the -^ 
re^onsibility  of  nanaging  the  store.  .With  a  united  Board  of  Directors  this  new 
aanager  set  out  to  rebuild  the  business.   Besides  the  uanager,  there  were  two 
delivery  clerks  and  one  clerk  in  the  store.   Tne  avera^^e  age  of-  the  four  was 
twenty.   These  yo\mg  aen  were  willing  nnd  enthusiastic.   Business  im.:ediately  - 
started  an  upward  trend,  under  the  able  direction  of  this  young  aanager.   There 
were  no  nore  conflicts  \;ith  the  Board-  He  succeeded  in  ptitting  the  business  on 
its  feet  and  by  1928  net/  quarters  'rere  needed  badly.. 

In  1927 >  six  nenbers  attended  a  Cooperative  Convention  held  in  Pitchburg; 
Massachusetts.  Here  they  saw  wh;\t  could  be  acconplislied  and  Lecar-ie  inspired  to  do 
likewise.  .  ■ 

Because  no  building  desirable  eno-ugh  to  purchase  was  available,  it  was  • 
decided  to  construct  a  new  building.   It  was  voted  to  buy  a  lot  and  erect  a 
building  on  L:.ain  Strc-et.   Later  55  aenbers  subscribed  $5500  for  this  purpose. 
In.  the  aiddle  of  July  192S  work  was  begun  and  by  Deceaber  I92S  the  brick  building 
now  standing  at  lUl  Main  Street  was  coijpletedaiid  ready  for  business.   Space  was 
provided  in  this  building  for  a  grocery  departaent,  a  aeat  departacnt,  a  bakery,  • 
a  hall  for  social  gathorings^  a  storage  rooa  and  a  large  stock -roon. 

On  Saturday.  Becenber  15.  business  was  transacted  as-Usual  in  the  old 
store.   On  Sunday  everything  was  noved  and  on  Monday  aorning,  with  no  celebration; 


■ballyhoo  or  'brass  'bands,  'business  "bcoan  at  the  new  location.  ^^ 

In  the  spring  of  l-i2S  the  Eastern  Cooperative  League  held  its  convention 
in  Stafford  Sprinj^s.   The  Secretary  of  the  local  society  vcis   elected  to  the  Board- 
of  the  LeatOie.  At  this  convention  the  decision  to  esta'blish  the  Eastern  Coopera- 
tive ¥nolesale  was  aade.   Instructions  were  ;^iven  to  the  Directors  of  the  League 
to  incorporate  such  a  T^holosale  unit.   In  I929  the  Stafford  Springs  society  pur- 
chased $50  worth  of  stock  in  the  ^l;holesale,  there'by  'beconing  one  of  its  first 
neubers. 

In  1931  a  neat  uarkot  :7as  installed  in  addition  to  the  full  line  of 
grocery  itens  usually  carried.   During  the  depression,  credit  was  extended  to 
nany,  who  were  there'by  kept  off  the  relief  rolls.  At  no  tine  was  it  felt  that  the 
society  was  in  danger  "because  of  this  li'beral  extension  of  credit.   Now  a  FedereJ. 
Credit  Uhion  has  "been  organized.   It  has  aliout  50  nenbers.   It  is  hoped  that  it 
will  prove  instrunentsl  in  reducing  gradually  the  accounts  receiva'ble.  During  the 
past  year  Tinder  good  leadership  the  associ,':.tion  has  gained  nevv  strength. 

Last  yeai'  the  cooperative  did  a  gross  "business  of  approxinately  $110,000, 
which  is  a  tidy  'but  not  an  extraordinary  "business  for  a  food  store  in  a  place  like 
Stafford:  Springs.   It  has  re"bated  two  per  cent  on  purchases  to  its  nen"bers  and  has 
paid  5  per'  cent  interest  to  its  shareholders.   The  2  per  cent  re'bate  on  purchases 
is  the  nethod  of  paying  to  its  custoners  a  patronage  dividend. 

This  cooperative,  sinilar  to  other  cooperatives  throughout  the  world, 
is  governed  by  the  principles  laid  down  by  the  Rochdale  weavers.   These  rules  are 
sinple.   The  first  specifies  that  ne:.ibership  in  a  cooperative  shall,  be  open  to 
everyone  regardless  of  race,  creea  or  political  views.   Capital  is  'raised  by  the 
purchase  of  shares  of  stock  by  nenbers.   The  price  in  this  cooperative  is  $5  per 
share.   Each  neuber  has  but  one  vote  regardless  of  the  nuuber  of  shares  he  nay 
have.  Proxy  voting  is  not  allowed. 

Profits  are  paid  to  the  neubers  as  a  fixed  interest  on  the  siiares  held 
and  as  a  rebate  periodically  to  each  aenber  in  proportion  to  the  aciount  of  his 
purchases  at  the  cooperative.   The  par  value  of  the  shares  of  the  cooperative  now 
outstanding  is  about  $9900-   The  store  owns  its  plant  and  has  anple  reserves  set 
aside  for  depreciation.  . 

Contrary  to  a  general  inpression  its  prices  are  not  uniforuly  low. 
They  are  about  on  a  level  with  those  of  the  other  food  stores  in  the  town.   Quality 
rather  than  price  receives  first  consideration  in  the  selection  of  the  products 
handled.   "The  store  being  connected  with  the  Eastern  Cooperative  League,  its 
products  bear  the  label  of  the  League,  which  is  syncnonous  with  quality,"  says  th'e" 
present  nanager  of  the  store.   The  store  also  carries  conpletc  lines  of  nationally 
advertised  goods. 

Members  of  the  cooperative  insist  that  th'e  store  pay  fair  wages.   The 
ninlnun  pay.  for  a  clerk  is  $1S  per  week  and  ranges  froa  that  figure  to  $2S  a  -week. 
We  feel  that  our  wage  scale  conpares  nost  favorably  with  other  grocery  stores. 

Tl--is  store  now  eiaploys  nine  clerks.   It  advertises  fairly  heavily.   Each 
year  it  tries  to  pay  sonething  on  its  nortgage  indebtedxicss.   Its  delivery  system 
consists  of  three  trucks,  two  for  food  routes  and  the  other  for  the  ceat  departnent. 
Its  nen  canvass  all  sections  of  tiie  town  and  rural  routes  as  well,  daily. 

There  is  a  snail  hall  over  the  store  that  is  used  for  the  social  and 
educational  work  of  the  society.   The  cooperative  has  a  band  and  sponsors  dances 
and  bingo  parties  each  week.  Proceeds  froa  these  functions  go  toward  a  fund  which 
is  being  established  to  carry  on  an  extensive  educational  progran.   T'ne  organi- 
zation hopes  to  begin  this  progran  soon. 


r] 

{  ^  Altho-u,";h  nationnlly  tho.  consmier  cooperative  aovei.ient  is  looked  upon 

unfavorn."bl:-  by  established  business,  little  of  this  feelin^j  is  present  in  Stafford 
Springs..  There  i\re  about  twenty  other  food  stores,  in  town,  includinti  those  of 
severrl  chains.   In  intervie\7S  .»ith  the  nmasicrs ••  of  these  or^upnizations  they  stated 
they  i-ad  no  couplaints  as  to  unfair  coirpotition  fro...  the,  cooperative  cJid  no  fear 
that  it  wo-uld.  drive  the.  other  storea  out  of  business,  .uost  of  thea  recard  the 
cooperative  sii^ply  as  ruiother  eoupetitor. ... /j  ,..■..;•■;.■.  ■■ 

It  is  adnitted  freely  by  the  manager  of  the  store  that  all  of  the  ueubers 
of  the  organization  do  not  do  all  their  tradinj^  at  the  cooperative  store.   If  they 
crx.   obtain  the  sai.:e  quality  at  a  lower; price  elsewhere,  they  are  free  to  ,;;o  there 
and  purchase  such  articles.  But  of  course  they  a,re  expected  to  ijive  the  bulk  of 
their- trade'  to  their  own  store. 

These  are  the  attitudes  soue-of  the  canacers.  of  otnc-r  stores  talce  toward 
•  the  cooperative  store: 

"Price  is  still  the  do-iinatin,-:-  factor  in  influencing  trade,"  says  A. 
rontanella,  the  upna'-.-er  of  .one  of  the  lar<^est-A  &P  Stores  in  town.   "The  coopera- 
tive, isn't  forcing  any  of  .^ls  to  the  wall  on  that  score.   The  slieriff  hasn't  locked 
the  doors  of  any  of  the  other  stores  yet  becauce  of  the  cooperative,  and  I  don't 
think  that  he  will.   Of  course  it.  adds  to  the  conpetition  but  we  expect  that." 

Joim  E.  Casey,  the  nana^er  of  the  First  National  Store  in  town  said:   "A 
friendly  conpetitive  spirit  exists  between  the  stores  and  there  is  no  'hard  feeling* 
against  the  cooperative  on  the  part  of  the  otner  stores.   Polks  go  \7here  they  can 
get  the  best  vcilues." 

"Trade  in  Stafford  Springs  is  widely  distributed,"  said  P.  J.  Bidorini, 
who  with  his  brotner  owns  a  grocery  alnost  across  the  street  fron  the  cooperative. 
"Soue  of  the  nenbers  of  the  cooperative  trade  with  us  frou  tine  to  tine.   Waen  we 
run  short  of  anything  we  borrow  fro-:i  each  other,  a  very  friendly  spirit  prevails 
between  the  different  stores  hers." 

"In  this  tovrr.   aluost  everyone  goes  frou  store  to  store  when  trading,  " 
connented  j;.  Ballanger,  \7ho  runs  a  shoe  repair  shop.   "V»e  bviy  where  we  ca:i  get^the 
best  bargains.   I  an  not  a  nenber  of  the  Viorkers'  Cooperative  because  I  want  to 
spread  ny  trade.   They  all  patronize  ay   store  so  I  try  to  divide  uy  traue. " 

•••.:..  ■  -    These  couuents  illustrate  the  feeling  in  Stafford  Springs  tov/ard  the 
cooperative.  We  aren't  trying  to  put  anyone  out  of  business,  but  we  feel  we  are 
blazing  a  trail  wnicn  na;:iy  will  follow  in  txie  future.   There  is  no  aoubt  inny 
nind  that  cons-oner  cooperatives  are  a  coning  thing  in  Anerica. 

In  conclusion,  the  forning  of  the  Workers'  Cooperative  Union  Inc.,  as  it 
stands  today,  has  not  been  on  easy  job.   Tnere  arc  now  nearly  25O  active  ucubers. 
Practically  all  are  Ar.:erican  citizens  but  of  nany  different  racial  extractions. 
The  different  nationalities  represented  in  the  neubcrsliip  comprise  Slo.vak,  Italian, 
polish,  Gernan,  I^ench,  Belgian,  Englisli,  and  Scotch.  Anong  its  .'nembers  are 
lawyers,  doctors,  nill  owners,  nill  hands  and  other  professions.   Tlie  political 
and  religious  creeds  of  the  nenbers  are  nany. 

Stafford  Springs  has  beon.a  pioneer  in  the  constuicr  cooperative  novenent. 
Several  years  have  passed  since  the  original  group  of  Italian  innigrants  established 
a  cooperative  grocery  store  there  in  I9II,  long  before  the  .novenent  had  aroused  the 
riation-wide  attention  it  connands  today.   Fron  a  snail  beginning  the  Stafford 
Springs  Cooperative  travelled  a  rocky  and  uncertain  path  for  years  before  gaining 
its  present  fim  hold  in  the  conn\anity. 


•  •  THE  HARTFOBD  COITSUIIERS '  COOPERATIVE  I J 

I.  H.  Benedict,  President  Hartford  Consigners'  Cooperative  Association,  Inc. 
Hartford,  Connecticut 


I  an  here  as  the  representative  of  one  of  the  yovrnger  urlian  consider 
cooperatives  in  this  section.   I  au  not  here  to  tell  atout  the  cooperative  novenent 
but  to  give  you  an  idea  of  sone  of  the  things  we  are  working  at  and  learning  in  our 
organization.  - 

Our  organization  is  not  based  upon  race  gro~u5)s.  We  are  a  netropolitan 
gro-up.  Por  example,  I  uyself  an  a  free  lance  Baptist  ninister;  until  recently  our 
vice-president  was  a  Jew  and  pretty  close  to  being  a  left  wing  socisuList.   The 
general  aanager  was  a  very  loyal  Catholic;  and  so  I  night  go  on  through  the  list 
of  nenbers..  We  have  upon  our  board  a  laboring  nan  who  is  a  nenber  of  the  C  I.  0. 
and  a  socialist.  We  cannot  be  accused  of  being  narrow.  ..We  have  the  advantage  of 
connunity  spirit. 

¥e  find  our  chief-difficulty  is  to  get  Our  cooperators  to  cooperate.  Many 
people  think  because  they  have  their  nanes  on  the  nenber ship  list  of  a  cooperative, 
they  are  great  cooperators.  We  find  that  we  are  a  group  of  rugged  individualists. 
I  renenber  way  back  it  suddenly  dawned  upon  ne  that  the  great  nass  of  us  who  ware 
living  fron  hand  to  nouth  absolutely  out-voted  the  aristocracy,  but  we  never  cane 
to  be  a  deuocracy.   The  reason  was  that  as  the  wheel  of  fortune  turned  we  hoped  to 
find  ourselves  on  top.   I  did  not  want  to  see  ny  chances  of  being  on  easy  street 
spoiled.   I  found  a  good  nany  were  activated  largely  by  the  sane  idea. 

?^e  do  have  sone  savings,  and  it  is  our  effort  to  utilize  these  savings- 
The  consuner  novenent  as  I  understand  it  is  an  effort  to  take  the  profit  notive 
out  of  the  necessities  of  life,  if  that  is  possible.   The  consuner-cooperator 
realizes  that  the  field  of  econonic  necessity  is  an  exceedingly  poor  field  in 
which  to  exercise  the  desire  for  profit.   He  realizes  the  profit  idea  is  vicious. 

We  have  another  problen,  that  of  education.   I  aia  sold  en  the  idea  that 
we  cannot  do  nuch  better  than  use  the  nethod  enployed  in  Sweden.  A  progran  of 
group  study,  properly  conducted,  should  be  effective.   I  believe  in  this  novenent 
as  a  cause.   I  do  not  believe  in  it  as  a  novenent  to  get  great  profits,  or  to  sell 
any  particular  article  at  an  advantage. 

Although  we  were  able  to  declaxe  a  3  per  cent  dividend  in  Decenber,  the 
people  who  are  supporting  this  thing  now  are  forwarding  it  because  it  is  a  cause, 
or  way  of  life,  and  not  because  they  think  it  is  going  to  nake  then  better  off. 
I  an  still  in  the  rugged  individual  and  profit  atnosphere.   I  look  upon  the 
consuner  cooperative  novenent  as  perhaps  the  chief  instrunent  for  aneliorating 
that  condition  and  of  developing  a  state  of  nind  which  shall  be  different  fron  this 
rugged  individ-oal,  profit  attitude  toward  things. 

There  are  three  philosophies  of  living.   Capitalisn  is  on  its  way  out. 
There  is  connunisu,  and  also  there  is  cooperation.   Cooperation,  as  the  nediun,  I 
think  is  really  our  solution.   Our  problen  is  to  convert  people  to  the  idea  that 
this  cooperatisn  is  not  sinply  a  nethod  whereby  we  can  save  3  *o  6  per  cent  on  our 
overhead,  but  that  it  is  actually  a  nethod  of  living. 

We  clearly  have  a  political  denocracy,  but  you  cannot  have  a  political 
denocracy  unless  you  can  have  also  an  industrial  deuocracy.   In  the  cooperative 
novenent,  where  producers  and  distributors  get  together,  they  are  headed  the  right 
way,  but  if  we  want  to  set  up  a  real  denocracy  we  nust  get  the  consuner' s  point  of 
view.  We  are  all  consuners.   We  are  interested  sinply  in  seeing  that  our  physical 


wants  are  adequately  supclied,  vjith. , no  profit,  to  anytod^. 

In  eur  ort;anization  we  have  two  general  nctliois  of  supplyinf  oiir 
naterial  needs.   One  is  the  store  and  the  other  is  vuat  wo  call  contracts.   17e 
started  as  a  buying  club  and  nade  ,vood  profits.   We  stuck  strictly  to  wholesaling, 
atteiiptin^  to  get  the  local  store  to  line  up  with  the  wholesaler.   Vfe  contactOd 
tradcsincn  thrc-u^.  the  contract  idea.   TiTe  have  o-ar  own  consmier  noveuont  and  we 
have  our  store. 

One  of  oui"  difficulties  is  to  .educate  our  people  on  quality.  The 
laborin.-  c^roup   s^y  they  cannot  patronize  our  store  because  our  prices  are  toe 
high.  We  conparo  prices  and  find  they  are  no  higher  for  the  sai.ie  grade  of  goods. 
Oar  people  have  been  broU'iht  up  on  the  chain  store  systea.  When  they  can  buy 
ntvny  things  for  a  cent  or  two  less,  it  is.  very  difficult  to  get  theu  to  pay  a 
little  uore  and  get'  a  better  quality. 

•If  there  is  anything  left  at  the  end  of  the  year,  when  we  have  paid  the 
best  goiiig  wage,-  and  done-  all '  the  ot-he^r  things  we  are  supposed  to  .do,  it  is  proof 
we  have  overcliarged  ourselves  for  the  product,  so  we  distribute  the  savings. 

•Consmier  cooperation  is  in  its  infancy.   It  is  just  one  of  the  methods 
of  improving  living  and  getting  baclc  to  a  nornal  condition.   Let  us  readjust  ' 
o-orsolves- through  the  consuner  cooperative. 


Mr.  'sressler;  A  man  came  to  my  office  lately,  who  is  very  much  interested  iii' 
organizing  a  cons-umer  cooperative-   I  have- not  : had  enoogh  first-hand  experience 
to  help  him  much.  He  wants  to  begin  with  milk.  In  the  Opinion  of  those  here,  . 
would  .this  "be  a  good  thinic  with  which  to  start'f-  He  is  in  Greater  Boston.   I  . 
would  like  to  hear  from  some  of  the  men  who  have  had  experience  in  consumer  .     ,^ 
cooperation. 

Mr.  Llanty;   I  think  that  is  the -last  thing  I  would  start  on.  There  is  hO  particular 
point  in  starting  with  milk_  a?  .th©  price  is'already •  set  "by 'the  lli'lk  Control  Board. 

Mr.  Lincoln;  One  of  the  points  to  be  considered  is,  could  they  gniararitee  a  good 
steady  source  of  supply.  Also  what  are  the  possibilities  of  savings? 

Mr.  Bressler;  .  This  group  wants  to  effect  savings  but  they  probably  cannot  yet 
point  out  definitely -how  much  the  savings .would -be.   The  whole  distribution 
system  is  not  cffici(jnt  as  it;  is.   This. man  has  been  with  the  dealers.  He  decided 
he  wpjited  to  work  on.  the  consumer  end. 

Mr.  Lincoln;  Unless  they  have  a  concentrated  area,  transportation  costs  will  be 
high  and  they  cannot  guarantee  any  savings. 

Mr4  Sressler;  He  is  planning  to  tie  up  with  a  producer  organization. 

Mr.  Buckinisjaam;   I  would  like  to  ask  Mr.  Lincoln  a  question.   What  do  you  think 
about  making  some  effort  in  the  direction  of  carrying  on  education  among  urban 
people? 

Mr.  Lincoln;  The  people  themselves  have  talcon  it  over,  and,  at  the  present  time 
we  think  the  action  of  the  church,  educational  and  labor  croups  is  sufficient  so 
that  it  does  not  necessitate  our  doing  pjiy  more. 

gaestion;  Are  there  objections  to  farmers  doing  this  kind  of  work? 

Mr.  Lincoln;   In  Ohio  we  meet  with  then  and  furnish  then  with  literature  for  their 
own  use  rather  than  give  then  specific  directions.   We  find  this  is  the  best 
method.  Most  of  theu  have  taken  out  cooperative  insurance. 

Mr.  Benedict:   Our  probleu  is  getting  memburs  who  have  already  joined  to  give 
loyal  patronage  to  the  cooperative  after  they  have  joined. 

Mr.  Manty:   In  oiir  organization  we  feel  the  cooperative' is  there  for  the  purpose 
of  service.   If  a  menber  can  buy  cheaper  somewhere  else  ajid  get  as  good  a  quality, 
we  encourage  this  sort  of  buying.   Some  of  the  chain  stores,  we  know,  are  below  us 
in  price. 

Mrs.  Creori£:e  Taylor:   I  think  some  of  the  cooperative  stores  are  naking  a  big 
mistake  in  trying  to  say  their  goods  are  of  better  quality.  Many  people  cannot 
afford  to  pay  the  high  .'prices  asked  for  grade  A  nerchandise,  and  often  the  3  or 
even  C  grade  is  usable  and  just  as  good.   In  canning,  for  exanple,  it  is  not 
economical  to  buy  the  most  expensive  grades.   The  cheaper  grades  are  just  as 
nutritious  and  entirely  satisfactory  for  cooking  and  csaming. 
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THE  NEff  YORK  AIQ)  HEff  ENGLAIH)  APPLE  INSTITUTE 

E.  P.    Christopher,    Extension  Fruit   Specialist,    Hhode   Islrjid  Str.te  College 
Kingston,   Hhode  Isltaid 


The  New  York  and  New  En^land^pple  Institute  is  a  growing  organization. 
Its  purpose  is  to  pronote- the  use- of-  apples,'  particularly  those  grown  in  this 
section  "of  the  coimtry,    which  we  feel  are  far  superior  to  those- produced  anywhere 
else. 

•-..  .  .  ■  .  •       The  pri'ce  of  apples  has  been  -low  for  nariy  years.      Tlrie  export  tr^de  has  :. 
fallen  off   seriously.      The  result  has  teen  a  great   increase  in  the  shipaejat  of. 
apples  froia  tne  Shenandooii  Valley  to  our  narkcts.      There  are  prospects  of  increased] 
quantities  of  soiae  varieties,   particularly  the  Lictntosh.     The  growers  felt   they 
should  do   something  about  it.  ■ 

■   If:  they  were  goixig  to   try  to  increase  the  consu:jption  of  .Ne\?-.Yorlc  aaad 
New  Sngland-apples,   the  uethodb  .to  be  used  wOold  have  'to  ■je-.considertid.      TLv3y  ;•    , 
could  buy  space  in  the  Saturday  Evening  Post  and  put  huge  pictorial  adv<3rtiseLients 
in  that  publication.      They  could  start  a  newspaper  ..cjrJApaiii^n,  iwiiich  would  be  very 
expensive.      Or,    they  could  work  frou  the  editorial  angle,    and  that   is   the  one 
which  thej'  chose  to, -follow.     The  Institute  set  out   to- educate  the  'sella.r.  as.uucn   .. 
as   the  consuL>er,    feeling  tnat,    as  the  industry  had  grov/n,    the  contact  between  the 
producer  and  the   seller  had  been  lost,    cUid  that   this  contact  was  a  desirable  thing 
to  have.  :  .  ■.  ;        .;    .  ...L  ...jf;  ;:i    y.-.      v.'/L  ..•.-■,.-:  i;=.  .vj;i  | 

My  contact  with  the  Institute 'caue  'after  it  was  0i'-^aSiiz©d  lin,  1935r3-6---  ' 
Late  in  that   season  Hl'.ode   Island  was  able  to   contribute   something  to  the  funds. 
Our  good  friend  John  Lynan  of  Connecticut  was  President  of  the  Institute.      He  carae 
over  and  talked  to  our  fruit  growers  and  pepped  then  up   to   sone  extent.      Mr.    Ortega, 
now  tianager,  -and  at  that-tin^  only -field  agent,    talked  to  Us  also  and  dxplained^-tho 
work  of  the  Institute.  :-..■.:. 

Since  that  beginning  the  Institute  has  expanded  and  this  year   is  working 
on  a  budget  of  so-ne  -$38,000.      The  area  is  divided 'into -three' sections.  '  Ivlr.   Ortega 
has   supervision  of   the  New  York  City  section,    Mr.    Walter  Helio  is  located  in  Boston, 
and  Mr.   O'Neill' works  frofa  Rochester  in  western  New  York.       ■  •'     .   .  '-v. -. 

Several  fruit  growers' tliis  year  are  facing  bstnkrup-tcy.      Sone  of  the  best 
ones  are  actiially  borrowing  everything  they  con  lay  their  ha-ids  on  to  finance  this 
season's  operations.     Pledges  to   the   Institute  have  not  all  been  paid,'     I  received 
a  report   this  noming   stating  that  10  or  11   thousand  dollars  of  that  $32,000 
budget   is  yet   to  be  collected.      This  has  resulted  in  sOL.e  curtailuent  of  activities. 
Financing  of  this  oi'ganizatioh  Ig  alnost   entirely  by  growers,   with  sorso  auall  ■    •     • 
contri'biitions  fro:.:  cor.rnerclal  concerns.      While  there  is  ho    set  rate  for  growers,  ' 
it   is  the  hope  that  each  will   contribute  1  cent  per  packed  box. 

The  organization  is  run  by  directors  representing  the  various   states. 
Rhode   Island  iias  twOi    Williaa  Reid  of  Walluii  Lake,    and  Enoch  St ee'ria.  9f..Chepach,et. - 
They  iiave  been  responsible  for  the- collection  of  funds.      I  also  Jhave  helped  to--.-  ' 
sone  extent  in  that  capacity.  .'         '  -  : 

You  nay  be  interested  i::  sone  of  the  naterial   they  have  issued.      Sone  of 
it  was  sent  to  radio  stations  last  fall.     A  circular  was  printed,    accoopanied  by 
a  nap  entitled,    "The  Apple  &oes  to  School,"   and  tnis  was  sent  to  newspapers.      News 
releases  were   issued  to   the  newspapers,    telling  so:.2ething  about   the  uses  of 
particular  varieties,    suggesting  that  apples  be  used  in  the  school  lunch,    and 
giving  recipes.     A  ^^-page  booklet  of  selected  apple  recipes  was  prepared.     Fifty 


I 


thousand  of  these  were- distritrated  last  year  to  constmers.  .  •  .      :  -    ..  ' ..  . 

laie  field  agents- spent,  uost  of  their  tirae  contacting  retailers,  both 
independent  and  chain  stores.  ■  The  nanagers  of.  tke  Atlantic  &  Pacific^and  of  the 
First  National  Stores  were  approached  iYith  a  niriher  of  nothods  of  featuring  apples. 
To  create  sales  appeal,  the  use  of  special  cards  for  the  price  of  apples  was 
suggested.   Tliere  wp.s  a  card;  for  ilclntosh  apples, and  a  si;.ilrJ:  card  for  Baldwins. 
These  were  distributed  to  dealers  together  with  large. cards  giving  all  the 
infornation  necessary  for  figurij^g  the  prices.   Stickers  were  used  on  store 
windows.   Ten  thousand  sets  of  a;  series  of  tlixee  cards  also  were.p-at:  into  use  for 
window  displays.  ..   •■         ■    ■ 

In  a  ventTore  of  this  sort,  one  of  the  big  problens  is  to  educate  the 
producer  to  pack  his  apples  well.  .Every  nonth  a  ^page  circular  is  nailed  to  all 
the  apple  growers.   This ■ gives  infarnation  on  nethods  of  handling  and  packing  the 
fruit.  ..  The.  Institute:  is  attempting  to  encourage  growers  to  sell  apples  when  there 
is.  a  deaand  for  then,  an.d  not.  t^)  hold  thea  .in  taohppe.of  getting  top  prices. 
Everyone  ou^t  tO;  sell  .soae  at  eacli  period  regardless  of  the  price  range,  instead 
of.  junping  in;her.e,an.cL- there.  ...  .   -■ 

The  results.frou  .this  canpaign  are  very  difficult  to  aeasure-  : Reports 
fron  wholesalers  in  ilew  York  City  indicate  there  has  ^qqqti   sone  response  to  this 
advertising.  When  the  news  about  LLelntosh  apples  was  being  broadcast  people  begsm. 
to  ask  for  that  variety.  ..There. was  a  real  denand  for  iiclntosh.  Those  who  are 
no©t  .interested,  in  the  Institute,  axe  definitely  in' favor  of  ■  continuing  it., 

One  thing  which  happened  a  week  or  two  ago  aade  ue  wonder.   It  was 
brought  to  uy  attention  that  the  United  States  Bureau  Qf  Agricultural  Econouics  .-.T^ 
has  nade;  a,  study;  as  ye,t.  ux^ublished,.  on  the  influence  of.  advertising -products  of 
this  sort.   They  have  distinguished  betv/een  processed  or  aanufaetui'ed  products  and 
raw  products.   They  used  walnuts,  cranberries,  citrus  finiits,  and  other  products 
for  their  stud^'.  .  In  the  study,  this-  question  is. raised,  "How-nuch  eould.  sales  be  • 
increased  .by  advertising?"  They  had  figures  which- indicated  sales  of  sone -products 
not  advertised  had  increased  as  uuch  as  those  which  had  been-highly  advertised.  •  ■' 

,  I  believe, the  Apple  Institute  is  tackling  the  problem  fron  the -right 
angle.  .  .Th$y  are.  concentrating  on  irproved.  selling -and  upon  the  education  of  the 
thousands'.of  young  people  who  each  year  becoae  ja  part  of  the  buying  public.  Also 
they  have- to • counteract  the  advertising  of  the  other  industries. 


DISgUgglOK 

Mr.  Liunson;   Was  that  budget  you  nentioned  for  this  year  or  sone  other  year? 

Jr.  Christopher;   For  this  last  season,  I937-3S . 

Mr.  Benedict:   I  have  a  friend  who  has  a  son  out  in  Lockport.  He  says  their 
storage  is  pretty  well  crowded  with  apples  because  they  did  not  do  as  the  citrus 
people  were  doing.   They  held  their  apples  waiting  for  top  prices. 

Dr.  Christopher:   I  have  heard  that  coaplaint  also.   That  is  wny  the  Apple 
Institute  is  trying  to  educate  not  only  the  consuaer  but  the  producer  as  well. 
In  a  season  like  this,  when  prices  have  gone  down,  they  are  still  hopeful  of 
higher  prices. 


kr.   ffestcott;      Tlie  New  Yojrk  and  New  En.^jlaad  Apple  Institute  is  doing  a  very  ■■  ^ 

effective  job   in  the  pronotion  of  uore  efficient  advertising.      They  are  e;ettin£: 
off  on  a  very  -sound- progran  of  nore  effici^t  iaorchandisin<^-  uethods;  and  teclinique 
in  retail   stores.      That   Is  a  field  which  lias  been  totally  untouched.     Wo:  arje  stilL 
aerchandising  apple.s  the  .saae  .as  >Ye  did  50  yeoxp  a^:;©,  ,    -;, 

Most  other  food  products,  includin.,f^  citrus  fruits,,  various  kinds  of  .  - 
bread,  cheeses,  and,  other  gopds,  -are  tiorchandisod  by  nen  who  cone  to  the  st<-'res.  .'■ 
every  day.  They  furnish  display  racks  and:  keep  the  stocks  right  out  in  front.,  ..; 
We  can  all  do  quite  a  lot  in  v;orkint;  with  the  Institute  to  pronote  nore  efficient] v, 
□erchandising.  This  is  a  cooperative  effort  and  we  can  see  they  ar.e.  having  their- *,■ 
troubles. 

Only  6q  to- 70  per  cent -of  the  pledges  th.is  year  have  been  received.  It:- 
seens  to:  us  that  in  spite  of  this  U-page  aonthly  bulletin  \7uich  they  are  sending.  • 
to- producers,  they  are  not  doing  quite  as  nuch  as  they  night  in  inforaing  their.  :-^' 
acnbors.  That  is  where  we  can.  join  with  then  in  working  out  a.  souiid:  prograa.  We..' 
have  here  a  cooperative  effort  br.cking  the  pronotion  of  food  production.  Tlie  next.-; 
speaker  will  tell  what  can  be  done  along  the  same  line  when  the  support  cones  not, 
through  voluntary  cooperation  but  through  state  support.  It  would  be  interesting 
to   think  of  these  two  activities  along  these  two . iiiies  of  approach..  ■; 


Dr.  Christopher;  I  am  glad  you  mentioned  working  with  the.  retailers  again.  -.Ir  -  ..: 
forgot  to  mention  tne  Institute  has  a  moving:  picture  on  effective  merchandising;  -  ,' 
The  independent  grocers'  association  has  a  membership  of  about  1800.  Tne  picture:, 
has  been  taken  around  and  <:hown  to   these  various  groups. 

Dr.    I.O-  Davis;     Doas,  the  small  conuaercial  apple  producer  naving.  about  1000  trees 
or  the  g^oral  farmer  with  250   trees  belong  to  this  Institute,    or   is  it  made  up 
only  of  the.  big  fellows?  .  ; 

Dr.    Christopher;     As  far  -as  EiiOjie  Island  is  concerned,    there  are.  fully  as  many 
small  contributors  as  large  ones.  •  We,  are  just  as  anxious- to  receive  a  contribution 

of  $5.00  as  one  of  $50.00.;        .    ,.0:-  v  ...-.  .■■    ^.j-  ..-■      ■  .       j:.  v.     ■  .  .i 

Dr.  Clarke;   In  Connecticut,  the  support  is  coming  from  the  commercial  apple 
people,  those  who  go  into  it  as  a  business  rather  than  as  a  side-line.   I  an  of- 
the  opinion  that  the  farm  orchard  is  losing  out  to  the  commercial  apple  grower. 
Those  who  specialize  in  apples  -seem  to  be  the  ones-  v/hp  arc  supporting  this 
advertising  and  merchandising  campaign  and  maintaining  the  apple  business,   I  am 
afraid  the  farm  orchard  is  losing  out. 


K-'iW-   ,;j;.-^;i  -Js^'^  '-*  ■■'  "'^•'i  av;i:i-±..x 


Hi 


Frank  P.  V/asiiburn,  CoramissidJior  of  Agriculture 
State  Capitol,  Augusta,  Liaine 


I  have  beerx  very  much  interested  in  iThat  the  last  speoJcer  said  about  the 
work  of  the  Aisple  Institute.   We  have  "been  ahle  to  contribute  a  little  out  of  the 
general  a>Ivortising  fund  of  our  state  toward  that  project.   I  have  on  the  mantle 
in  my  office,  one  of  the  cards  which  Dr.  Christopher  showed  you.   I  like  to  look 
at  it  because  it  advertises  Blew  England  apples,  and  also  because  that  seens  to  be 
a  very  fine  piece  of  apple  pie  on  that  card. 

In  discussing  the  i,iaine  potato  program  in  the  tine  we  have  this  morning 
we  might  brectk  it  d  oim  into  three  general  titles  or  sections:   first,  the  need  of 
an  advertising  campaign;  then  the  ner-jas  we  have  employed,  and  finally,  some  of 
the  results.   I  think  everyone  will  aduit  our  potato  industry  has  been  in  a  oad 
way.   There  is  a  dispute  in  my  sttite  as  to  whether  potato  growers  and  shippers 
have  been  losing  money  7  out  of  the  last  10  years  or  S.   There  was  one  year  when 
they  just  about  broke  even.   Some  things  have  lea  to  tnat.  Let  us  say  that 
reduction  in  the  consTim^tion  of  potatoes  is  one  of  theu. 

I  have  not  brought  along  aiiy  large  or  heavy  charts,  but  here  are  two  '. 
which  present  some  phases  of  the  present  sitviation  in  potatoes.   Since  190y 
average  consuL;ption  in  our  couxitry  has  fsllen  from  U.2  bushels  per  person  to  2.8 
bushels.   This  cannot  go  on  with  any  hope  of  bringing  the  potato  growers  of  Maine 
out  of  their  present  situation  of  25  to  30  million  dollars  of  indebtedness. 

Within  recent  years  Maine  has  been  at  the  head  of  all  potato  states  in 
the  country.   This  large  production  and  the  fall  in  consumption  created  a  situation 
serious  enough  so  that  something  had  to  be  done  about  it.   The  Maine  legislature 
in  1935  set  up  our  compulsory  branding  law,  under  which  potatoes  of  any  legal  grade 
nay  be  shipped,   llearly  all  potatoes  are  good  for  food,  but  they  must  be  branded 
and  meet  the  specifications  of  that  brand. 

Following  that  legislation,  in  I937  we  tried  the  novel  experiment  of  a 
potato  tax,  or  industrial  ta^;,  for  the  advertising  and  publicizing  of  potatoes. 
This  provides  that  on  all  shipments  of  iviaine  potatoes  the  shipper  must  pay  through 
the  state  tax  department  an  industrial  tax  of  1  cent  per  trarrel.   This  looks  like 
a  small  assessment  and  yet  I  want  to  say  with  some  pride,' at  this  point,  that 
collections  from  the  1  cent  per  barrel  tax  have  so  far  amo-onted  to  $110,000. 

Having  set  up  the  legislation,  establishing  the  means  of  collecting  the 
fee,  and  with  a  fair  amount  of  good  will  and  cooperation  throughout  the  industry, 
the  next  step  was,  "How  could  this  money  be  best  used?"  Tiie  law  passed  by  the 
Maine  legislature  provided  that  not  more  than  20  per  cent  of  the  proceeds  of  the 
tax  might  be  used  for  research  work.   It  was  "admitted  from  the  start  that  we  should 
do  a  lot  more  work  than  v/e  have  in  perfecting  methods  of  handling,  looking  up  new 
outlets  and  markets,  studying  consumer  preferences,  fjid  in  establishing  by-product 
factories  somewhere  to  use  a  part  of  our  potato  s\irplus. 

That  part  of  the  program  has  been  turnea  over  largely  to  our  State 
E3cperinent  Station  at  Orono.   That  agency  already  was  set  up.   It  was  not  thought 
advisable  to  go  outside  and  hire  new  experimental  facilities  at  the  very  consider- 
able cost  which  they,  of  necessity,  would  be  to  the  sta;te.   Orono  is  working  on  a 
good  part  of  our  research  program,  taking  their  studies  into  the  fields  of  Florida 
this  winter,  studying  perhaps  some  foreign  outlets,  ■  and  going  forward  this  summer 
with  a  very  definite  determination  to  improve  the  methods  of  handling,   vife  are 
satisfied  that  we  cannot  go  on  claiming  our  part'  in  the  best  markets  of  the  country; 


if  we  continue  to  pour  potatoes  into  the  barrels  in  the  field  as  we  alwa/s  have; 
if  we  continue  to  use  under-padded',  unpro  tec  tod  di^r^ers;  and,  if  v/e  load  the 
potatoes  into  cars  in  tne  careless  aanner  that  has. prevailed  over  uany  years.  All 
these  uatters  will  be  a  part  of  our  research  pro^raii. 

With  soae  $75,000  available  for  an  advertising  cfii.iuaign,  we  were 
confronted  v/ith  the  question  of  hovT  best  to  usf  it.   It  seened  to  be  the  general 
iapression  that  the  best  results  would  be  obtained  by  euployirig  a  conaercial  agency, 
well  skilled  and  well  inforued  in  the  work  of  advertising  and  piiblicizing  a 
product.   A  conpaiiy  in  New  York  City  was  given  our  potato  advertising  contract. 

Our  first  step  wan  to  work  out  a  trade  nark  which  night  be  applied  to 
any  or  all  of  our  Llaine  agricultural  products.   Tiiis  trade  nark  is  used  eztencively 
in  cur  advertisin-'^  pro£.r;.-un,  on  cavds,  on  stickers,  on  potato  ""^ags.  or^  pota'^.o  Igbols 
and  in  nany  ether  ;wnys.-  At  the  stai-t-  of  the  drive  last  Septe:nber  telegrai.!.-  wei'e 
sent  to  nanafers  and  representatives -of  general  storcf.  i:\  the  es.ntern  pcjr  u  of  the 
United  States,  signed  by  tho  G-overnor  of  Llaine,  asking  their  cooperat^:ii  in 
publicizing  liaine  potatoes-   Sone  ^5»oOO  of  these  went  otit.   To  the  sa'ae  jpersons 
was  seTit  also  what  is  known  as  a  ''broadside"  in  advertising  langap.ge   This  is  a 
large  folder  in  the  fpru  of  p  letter,  telling  all  about  Laine  potatoes  and  how  they 
are  going  to  be  izarketed. 

The  Brooks  Agency  was  confronted  witxi  the  proble...  of  Tihether  to  use 
radio,  or  newspaper  and  raagazine  publicity.   It  was  finally  decided  to  use  both. 
About  $25,000  was  used  for  the  uarjory  Llills  Hov.sehoid  flour  radio  prognir^  tiirough 
the  winter,  and  about  $50,000  went  into  newspaper  _|,,ublicity.   It  was  not  deeaod 
advisable  to  use  nagazines  very  nuch.  Here  is  a  list  of  several  hundred  newspapers 
In  the  country  tl^at  were  given  a  part  of  this  advertising.   These  publications  were 
patronized  to  the  extent  of  fro;.;  four  to  five  thousa^id  dollars  apiece  in  our 
advertising  contracts  with  then. 

The  territory  covered  included  states  as  far  south  as  Virginia  and  as 
far  west  as  Illinois,  Indiana  red  Ohio.   The  results  show  we  did  fairly  well  as 
far  south  as  Baltiucre.   Washington,  being  a  fiercely  coupetitive  territory,  ovjt 
advertising  perhaps  did  not  take  quite  as  well  there.   In  addition  to  the  consimer 
newspapers,  we  advertised  in  all  the  faru  papers  of  the  east,  south  and  uiddle 
west. 

The  large  feature  articles  seen  in  soue  papers  are  always  acconpanied 
by  a  paid  ad.   If  we  find  in  the  Saturday  Evening  post,  or  any  other  publication, 
whole  feature  pages  telling  about  the  nerits  aiid  distribution  of  a  New  Erigland 
farn  product,  it  probably  is  not  put  there  just  because  they  like  us.   It  probably 
is  backed  by  a  paid  advertising  prograii. 

In  the  course  of  a  few  nonths  we  began  to  get  reactions  frorj  western 
papers.   The  Twin  Palls  News  of  Idaho,  Liarch  I3  issue,  printed  a  soleun  warning  in 
its  editorial  columns  that  Maine  is  going  aiiead  and  getting  Idaiio  business.  I  have 
.lever  considered  that  Idaho  potatoes  in  theincelves  were  a  very  serious  nenace  to 
o-ur  New  England  product.  We  do  find  then  even  in  portlajid  uarkets. 

But  we  Lifij   say  in  spe.aking  of  IdcJioe  that  they  have  cone  into  our 
business  and  trade  because  of  the  very  excellent  way  in  which  they  have  oeen 
packaged  and  graded.   If  we  had.  the  charts  showing  the  couparisons  of  Maine  prices 
with  this  general  grade  that  I  call  Idahos,  mo  vjovla   find  that  in  the  past  season 
piT-ces  for  Laine  potatoes  at  f.o.b.  points  in  Maine  have  for  the  first  tine  passed 
and  gone  above  prices  in  Idal.o  or  other  western  points  f.o.b. 

The  Nov/  York  Herald^  frou  tine  to  tine,  runs  pictures  of 'Maine  potatoes 
being  harvested.  But  that  is  not  done  out  of  their  kindness  or  good  will  toward 
us.   It  has  been  supported  by  paid  advertising.  We  began  to  get  tho  nane  of  Maine 


potatoes  on  the  menus  of  the  tig  hotels.  Advertising  went  into  the  South  mericsai 
publications  and  we  have  two  pages  on  Maine  seed  and  its  use  in  the  Argentine.  OJhe 
National  Growers'  Bulletin  proclaimed  a  national  potato  week. 

We  had  splendid  cooperation  from  the  chain  stores  and  that  is  one  reason 
why  we  felt  we  had  to  use  a  trained,  efficient  advertising  agency.   I  myself  in 
years  gone  "by  have  been  foolish  enough  to  try  to  contact  managers  of  the  big  chain 
stores  in  Kew  England.   They  do  not  care  about  interviewing  commissioners  of 
agriculture,  but  with  a  big  commercial  agency  it  is  possible  to  get  to  those  men 
and  interest  them.  And  they  have  been  treiaendously  helpful.  We  must  include  as 
well  the  independent  stores,  which  have  come  forward  steadily  to  help  us. 

One  of  the  great  prejudices  that  has  brought  about  reduction  in  the  use 
of  potatoes  has  been  the  feeling  with  a  great  number  of  people  that  they  are  fat 
producing.   The  whole  state  of  Maine  is  enlisted  in  a  war  against  this  idea.   Some 
of  the  publicity  this  pr.st  winter  has  broken  down  this  prejudice.   The  Philadelphis 
Inquirer  tmder  the  date  of  January  26  printed  a  discussion  -  "Does  the  potato  make 
you  fat?'^  The  article  tells  of  the  fine  mineral  qualities  and  of  the  right  kind 
of  vitamins  found  in  the  potato. 

It  has  been  interesting  to  check  the  increase  in  consumption,  particular- 
ly in  the  middle  western  cities.   The  advertising  went  into  Ohio,  Indiana  and  .  . 
Illinois  faster  than  we  could  get  the  packaged  qiaality  potatoes.   But  increases  in 
consumption  in  some  of  those  mid-west  cities  are  very  noticeable.   Li  Detroit,  in 
the  midst  of  a  large  potato  producing  area,  the  sale  of  Maine  potatoes  increased 
331  per  cent.   In  Louisville,  Kentucky,  Maine  sales  increased  2200  per  cent,  in 
Cleveland,  Ohio  I30O  per  cent,  aad  in  Columbus,  Ohio  1600  per  cent. 

In  many  cities  Maine  potatoes  were  being  sold  for  the  first  time.  Maine 
potatoes  show  a  sales  gain  of  S6d  per  cent  in  Indianapolis.  Mr.  DeLong,  the 
executive  secretary  of  the  Idalio  Fruit  and  Vegetable  Commission,  writes  to  our 
advertising  agency,  "There  is  no  question  in  my  mind  as  to  the  effectiveness  Of  . 
the  campaign  on  Maine  potatoes.   The  results  must  certainly  convince  the  most 
skeptical  of  the  value  of  Maine's  advertising." 

About  the  first  of  Moy  a  serious  slowing  down  of  potato  sales  began  agaii 
A  large  quantity  of  Maine  potatoes  were  still  unsold.   The  advertising  agency  agaii 
contacted  the  chain  stores.   We  were  in  position  to  promise  the  agency  a  few  r.ore 
thousand  dollars  because  the  tax  was  still  being  collected.   The  chain  stores  put 
on  another  drive.   Tliey  made  a  very  nice  movement  in  our  behalf,  attempting  to 
hold  back  southern  potatoes  until  those  in  the  Northeast  were  disposed  of.  . It  was 
slow  work  this  year  because  we  started  the  season  with  a  lot  of  potatoes  in  Long 
Island,  New  Jersey,  upper  New  York  and  Pennsylvania.   It  was  a. long  time  before 
that  surplus  could  be  reduced  and  we  could-  go  to  work  in  New  England. 

The  going  has  not- all  been  good.   We  l<now  perfectly  well  we  are  in  great 
danger  of  getting  our  advertising  aliead  of  our  quality.   That  is  one  of  the  things 
we  are  trying  to  control.  With  the- niomber  of  shipping  points  we  have  in  Maine  and 
New  England,  with  the  roads  open  to  trucks  of  all  kinds  at  all  times,  we  cannot 
hope  to  do  a  perfect  job  in  grading. 

Small  packages  of  potatoes  are  now  uore  popular  than  the  large  sacks- 
The  size  of  package  has  steadily  decreased.   Some  years  ago  shipments  commonly 
were  by  water.  Potatoes  were  loaded  into  the  hold  of  a  three-masted  schooner  in 
ISO-pound  bags.   The  weight  of  the  bags  was  gradually  reduced  to  150  pounds,  then 
to  100  pounds.   Now  potatoes  are  sold  in  15-pound  sacks  and  likely  there  will  be 
a  10-pound  package  eventually. 

We  are  not  fooling  ourselves  into  thinking  we  have  the  grading  problem 
solved.   We  receive  letters  from  all  over  the  country  protesting  that  we  do  not 
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keep  up  to  tho  loud  noiae  v/e  are  nalrint;.   Coraplaints  have  toiren  tv;o  ^listinct 
courses.   We  lifid  one  instance  in  which,  the  consur-ier  who  bouGht  a  'bad;  of  potatoes 
as  a  result  of  our  advertising  was  truly  disappointed  biucauso  Ivin,ine  potatoes  did 
not  coue  up  to  what  she  had  hoped.   Tiao  otheri;  are  uildly  sarcastic.   TrJcin^^  into 
consideration  the  large  shipuents  f  roi.i.  Uaine-,  hov/cyer,  the  nunber  of.,  coaplaints 
and  protests  has  not  "been  as  serious  as  expect.ed. .  Wo  h'cive  attesdpted  in  every  case 
to  send  the  aggrieved  person  a  package,  of  fjood  potatoes.   Thus,  we  have  nade  friends 
out  of  possitle.  ena-aies. 

potatoes  this  year  have  been  on  the  air,  in  the  newspaper's,  in  the 
cagazi.nes,  and  in  th<;  conic  strips.  .  Eyon  the  a-en  who  drav/  funny  pictures  are 
thinking  about  potatoes.  Potato  advertising  has  gone  to  the  Argentine,  in  the 
shadows  of  the  aountains  where  the  whit©  potato  originally  cane  frou  UOO  years 
a^o.  -■•,.■.'■.      ;   • 

rnrough  13  weeks  last  winter,  in  connection  with  the  Marjory  Hills 
progran,  we  asked  everyone  who  wanted  a  recipe  book  for  liaine  potatoes  to  send 
in  a  request.   One  Irondred  thousa-^d  of  those  cook  hooks  were  printed' and  ',  ' 
practically  all  have  been  distributed.  Requests  frpa  tno  radio  prbgrap  alone 
were  nore  tiian  5^,000. 

Since  the  producers  of  po,tiatPes  were  paying  for  ;ill  this  advertising, 
through  taxation,  they  should  be  info rued  of  what  was  being  done. 'A, booklet,  ' 
"Liaine  Goes  to  Llarket,."  with  a  full  report  of  what  we  are  doing  \?ith  their  aohey, 
has. been  prepared  and  put  into  the  uail  box  of  every  farper  and  grower  in  Liaine. 

I  have  a  large  chart  in  uy.  off  ice  showirig 'the  yeats  1924,  193.1 »  1^3^  ^'^^ 
1937>  which  are  cdnparable  in  production.   If  we  'could  study  ihe.t   cha;rt  here  we 
wovild  find  the  price  level,  for  192'4-,,  1931  a^4-  l':>33  going, rjtong  and  declining,  at 
the  end  of  .the  season,  vdth  huge  losses  to  the  dealers,  'jor  the  1957  crop  the 
price,  as  the  advertising  carrpaign. developed,  began  to  leave  the  other  years  and 
go  above.  .  It-.ran  on  until  in  the  last  of 'May  and  the  first  df  June  it  was  off  the 
top  of  the  cliar.t  entirely. 

Of  course  this  is  not  all  due  to  advertising.  A  quality  canpaign  has 
been  going  on  at  the  sar:o  tine.  ,  Some  buying  for  relief  has  helped..  'We  are 
planning  a  starch  diversion  program  to  use  the  thousands  of  cars  ofppor  potatoes- 
The  idea  comes  to  me  that  this  is  a  sound  proposition,  a  quality  and  grading 
program  with  some  provision  for  keeping  .the  poor  potatoes  at  ..home.  Tire  hope  to 
work  out  a  plan  for  making  edible  starch.^  This  is  not  to  be  called  starch,  but 
potato  farina. 

.,--■.:     We  night  say  that  the  aim  of  our  advertising  program  is  to  bring 
consxMiption  back  somewhere  near  to  wnat  it  used  to  be.   This  is  not  and  should 
not  be  based  upon  any  thought  of  discrediting  the  other  fellow' s  product.  All  we 
need  to  do  is  to  instil  confidence  in  the  potato  as  .a  food.   If  we  could  bring 
consumption  back  to  the  I909  level  there  would  be  not  only  no  siirplus  this  year, 
but  we  would  be  short  I50  million  bushels  of  potatoes. 


DISCUSSION 


ii^r.  Brown;  How  much  of  an  increase  might  have  been  expected  in  the  purchasing  of 
Maine  potatoes  had  the  wholesalers,  johbars  and  buyers  in  commission  companies  been 
indifferent  to  the  advertising  campaign?  • 

Mr.  Washburn;   There  would  still  have  been  some  increase,  but  I  cannot_  picture  their 
being  indifferent  when  their  customers  were  being  stimulated  to  demand  l.iaine 
potatoes. 

LIr.  Brown;   I  was  wondering  whether  or  not  the  more  favorable  acceptance  of  Haine 
potatoes  by  wholesalers  and  jobbers,  because  of  this  campaign,,  prompted  then  to 
push  Maine  potatoes  into  the  retail  stores  in  preference  to  other  potatoes.   The 
result  might  be  that,  if  a  .person  cane  in  and  asked  just  for  potatoes,  the  reta,iler 
would  sell  hin  Maine  potatoes.   You  could  build  up  good  will  with  the  jobbers  and 
retailers  even  with  a  certain  amount  of  indifference  on  the  part  of  consumers. 

Mr .  Washburn;   I  think  that  is  true. 

Mr.  Munson;   Have  you  bXkJ   estimate  of  the  reaction  of  the  potato  growers  to  this 
campaign? 

Mr.  Washburn;   Yes,  we  have  a  fair  idea.   There  are  still  a  few  objectors,  a  few 
people  who  think  this  is  just  another  tax.   The  tax  was  put  into  effect  -under 
great  difficulties.   I  recall  a  fiercely  fought  election  in  Aroostook  County  in 
which  this  potato  grading  and. advertising  campaign  was  an  issue.   Out  of  seven 
candidates  for  the  State  Senate  there  were  three  who  had  been  outspoken  in  their 
support  of  a  potato  grading  and  advertising  plan.   The  author  of  the  potato  tajc 
bill  was  nominated  in  his  district  after  a  bitter  fight  on  that  issue. 
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PHOMOTIH&  fLUIB  MILK  CONSUiviPTION 

D.  M.  Fris'bie,  Assisfah't  to  the  Commissioner 
New  York  State  Department  of  Harms  and  Markets,  Albany,  New  York 


We  in  New  York  State  are  proud  and  satisfied  with  what  has  been  done  :yith 
our  advertising  in  New  York.   Before  we  get  into  the  mechanics,  I  want  to  outline 
our  problems.       .     . 

In  I93I+  the  New  York  situation  as  far  as  milk  was  concerned  became  so 
serious  that  efforts  by  producers  and  distributors  to  improve  the  situation  were 
without  effect.   The  industry  came  to  the:  state  department  and  petitioned  the 
legislature  to  establish  milk  control.   That  was  in  1933-   State  control  was  in  '  ' 
effect  for  a  year,  had  brought  some  stability  into  the  price  structure,  and  had 
produced  better  marketiAg  conditions  for  a  start.   The  question  of  the  surplus  which 
was  depressing  the  market  was  a  definite  problem.   Dealers  of  milk  have  to  carry  a. 
surplus  ranging  from  20  per  cent  in  ord.er  to  be  prepared  for  changes  in  consumption 
\*Lich  no  one  can  measure. 

A  plaii  of  purchasing,  for  relief  purposes,  the  milk  vmich  was  flooding 
the  market,  was  proposed.  The  competition  between  dealers  could  not  be  .controlled 
merely  by  controlling  the  prices  paid  producers  and  cha,rged  consumers.  'It  then' 
became  a  question  of  what  to  do  to  stimulate  consur.ption  in  order  to  relieve  this 
surplus.   The  legislatiiro  was  still  in  session  in  Liay  193^-  Heprosentatives  of 
both  major  parties  discussed  the  natter  and  decided  to  or^-DJiize  a  bi-partisoji 
comijittee.   They  united  in  introducing  a  bill  which  appropriated  approximately  one- 
half  million  dollars  for  a  nilk  advertising  campaign.  Also,  the  bill,  at  that 
tine,  levied  a  tax  of  1  cent  per  h\andred  weight  on  milk.   This  campaign  was  an 
entirely  new  undertaking  by  the  state. 

We  began  the  campaign  on  the  12th  of  July  after  receiving  solicitations 
for  the  business  frou  UO  advertising  agencies.   We  signed  a  contract  on  the  12th 
of  July.  A  large  conference,  to  which  were  invited  the  leaders  of  the  dairy 
industry  and  representatives  frou  all  sections,  was  arranged.  About  5OO  attended 
and  listened  to  the  Governor,  wno  was  the  principal  speaker.   The  agency  started 
the  campaign  with  an  appeal  to  the  people  to  help  solve  this  problem.   They  stressed 
the  thOTight  of  patriotism  -  that  people  should  drink  more  milk  to  benefit  their 
health  and  help  our  farmers.   We  held  meetings  throughout  the  state,  the  whole 
problem  was  explained,  and  we  did  what  we  thought  was  a  very  good  job  of  promotion. 

Then  a  peculiar  thing  happened.   When  the  legislature  convened  in  I935, 
the  question  of  renewing  the  campaign  arose.   Receipts  fro::i  dealers  had  totalled 
$UO0,000  making  a  $100,000  deficit.   Governor  Lehrian  was  convinced  that  the  idea 
was  sound  and  practical.  He  thought  it  was  worth  another  trial.  He  did  insist  that 
the  appropriation  be  reduced  to  $^00,000  to  bring  it  in  line  with  the  receipts  fron 
dealers.   We  checked  restilts  and  found  that  the  five-year  decline  in  milk  consuirotior 
which  began  in  1930  continued  despite  the  excellent  advertising  campaign. 

The  Commissioner  of  iigricultva-e  had  resigned.   The  new  Commissioner 
decided  to  continue  the  campaign  another  year,  but  with  a  different  agency.   We 
finally  called  for  proposals  from  a  large  number  of  jigencies.   This  however,  is  no 
reflection  on  the  agency  fonaerly  employed.   The  new  agency  took  over  the  campaign 
and  for  three  months  made  a  study  of  the  market  and  the  whole  milk  situation.   They 
foiind  the  biggest  demand  was  in  the  groups  between  18  and  50  years. 

Young  people  in  their  teens  going  to  high  school  seem  to  grow  away  from 
nilk.   They  feel  that  they  shouldn't  be  required  to  drink  it.  Also,  there  was  the 
popular  notion  that  uilk  was  fattening.   On  the  basis  of  this  study,  this  agency 


devised  an  entirely  different  appeal.   They  stated  that  people  are  now  living  m  a 
high  tension  age,  the  system  fills  up  so  quickly  with  poisons  and  acidity  that  a 
great  majority  of  people  take  medicines  and.  all  kinds  of  seltzers. 

They  then  hegan  a  research  into  milk.   They  had  recognized  authorities 
study  this.   The  tasis  of  the  campaign  was  that  people  siiould  drink  milk  as  a  natural 
alkalizer.   They  found  that  vomen  all  like  to  he  beautiful,  and  that  many  of  them, 
incidentally,  have  the  idea  that  milk  is  fattening.   We  went  to  work  on  that  angle 
and  devised  a  series  of  diets  for  women  tetween  Uo  and  50  years  of  age.  Most  women 
want  to  keep  their  figures. 

Milk  forms  the  "basis  of  the  diets  which  our  committee  prepared.   It  was  a 
good  talking  point  and  a  good  selling  point.   So  we  made  our  appeal  along  those 
lines.  We  proclaimed  the  fact  that  there  are  "beauty  secrets  locked  in  milk.   Then 
we  thought  that  the  younger  group  should  not  "be  overlooked.  An  appeal  to  the 
youngsters  was  devised.   It  was  pointed  out  to  them  that  great  athletes  in  every 
sport,  who  are  in  training,  include  milk  in  the  diet.  Leaders  of  sports  gave  their 
endorsements  without  charge. 

So  we  "began  o-or  new  campaign  along  these  lines  in  July,  l';)35«   Immediately 
we  had  opposition  from  some  sources.   It  seemed  to  "be  "bad  for  the  medicine  ""ousinesG. 
We  needed  other  changes.   We  took  these  changes  up  with  the  Governor.   Were  we  all 
willing  to  assume  the  responsibility  in  this  s,ppeal?  The  fact  remains  that  what  we 
said  is  time.   Milk  is  not  fattening,  and  milk  does  have  an  alKaline  effect.  We 
were  in  the  right  direction  and  intended  to  stay  there. 

When  the  time  to  renew  the  campaign  in  193^  came,  the  distributors  became 
active  ajid  bottled  the  whole  project  in  committee.   It  finally  caae  out  of  committee 
with  the  appropriation  reduced  to  $25'0,000.   The  next  jeixr   they  raised  the  fund  to 
$300,000,  and  it  was  renewed  this  year  at  $300,000. 

Regarding  results,  the  increase  which  began  in  August,  1935.  continued 
until  this  year.   It  vras  a  significant  increase.  During  this  same  period  the  Boston 
market  under  similar  conditions  showed  no  increase  in  consujnption.   In  fact,  it 
showed  a  loss.   In  Philadelphia  a  very  slight  gain  occurred. 

These  axe  the  comparative  figures.  August,  1935  t°  January  1,  1936>  we 
showed  an  increase  of  k.2h  per  cent;  Boston  lost  O.61  per  cent;  Philadelphia  lost 
0.86  per  cent. 

In  1936,  New  York  gained  6.52  per  cent;  Boston  lost  I.99  per  cent  and 
Philadelphia  gained  1.1+  per  cent.   The  fi^jures  for  1937  show  an  increase  over  I936, 
New  York  gained  6.^1  per  cent;  Philadelphia  gained  2,32  per  cent  and  Boston  O.hk 
per  cent.   We  thoiight  that  these  figures  were  significant,  so  we  came  "back  and 
conducted  another  vigorous  campaign.   There  was  some  consumer  opposition.   Tlie  Liilk 
Consumers'  Protective  Association  cane  out  v/ith  definite  statements" that ■ the' campaign 
was  inspired  by  big  dealers,  and  that  the  consuuer  was  paying  the  bill. 

However,  in  September,  I937  we  began  to  check  payrolls  and  found  that 
from  September  to  April,  l!:;33,  payrolls  in  the  state  had  dropped  2o  per  cent,  but 
that  milk  consuoption  continued  at  the  sane  rate  as  in  previous  uonths  and  years. 
That  is  difficult  to  answer.  \ie   were  somewhat  at  a  loss  as  to  what  happened.  •■ 
However,  the  drop  in  purchasing  power  has  stopped  and  recently  there  has  been  some 
inprovenent .  '       .  " 

To  answer  the  consumer's  objection  that  this  caupaign  increased  the  price 
of  uilk,  we  conducted  an  investigation  of  the  situation.   We  had  an  appropriation 
of  $50,000  and  requested  an  accounting  agency  to  advise  us  regarding  the  extent  to 
which  the  milk  advertising  campaign  aff.ected  the  spread  in  price.   The  present  rate 
of  tax,'  3/!+  cents  pel"  one  hundred  pounds,  adds  only  $.00016  to  the  price"  of  a  quart 
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01"  milk. 

We  considered  the  campaign  successful  and  again  cairried  it  on  along  the 
same  lines.   vTe  didn't  advertise  in  the  small  communities,  just  where  the  large 
markets  are. 

Political  conditions  have  very  little  to  do  with  the  campaign.  Appoint- 
ments to  the  milk  publicity  committee  as  first  organized  were  divided  equally 
between  the  two  parties.   They*  have  remained  so  ever  since.   There  has  been  no 
charge  against  us. 

We  have  been  so  successful  that  perhaps  you  would  be  interested  in  knowing 
what  is  to  be  done  in  our  state  along  another  very  important  line.  Last  winter  the 
sqpple  growers  of  the  state  came  to  us  and  told  us  they  had  apples  in  storage  to  the 
amount  of  three  million  bushels.  This  was  greatly  in  excess  of  the  normal  quantity 
in  storage.  The  apple  industiy  would  face  a  great  loss  if  this  increase  could  not 
be  moved.  They  requested  us  to  do  something  about  it*  on  a  cooperative  basis.  The 
full  facilities  of  the  department  were  offered.  We  carried  on  a  caopaign  by  letter 
and  newspaper,  and  reduced  the  storage  holdings  to  1,200,000  bushels. 

At  the  present  time  the  quantity  in  storage  is  less  than  normal.   This 
successful  campaign  was  the  germ  of  an  idea  and  later  found  an  expression  in 
legisilative  approval.   A  bill  to  advertise  the  agricultural  products  in  the  state 
was  passed.   It  provides  for  the  promotion  by  advertising  of  the  products  of  our 
state.   This  gives  us  a -great  opportunity.   A  conference  of  all  groups  in  the  state 
was  held,  and  they  were  all  wholeheartedly  in  favor  of  an^'  campaign  the  state  might 
devise.  Waen   we  are  started  along  these  lines,  we  ezpect  to  achieve  the  saiae 
successful  results. 


DISCUSSION 


Question;   Were  the  large  dealers  opposed? 

Mr.  Frisbie;   In  the  beginning  they  didni't  like  the  idea.   They  were  very   much 
-opposed  to  it,  and  continued  their  opposition  for  two  years. 

Suestion;   Can  you  account  for  this  opposition? 

Mr.  Frisbie;   It  hardly  seems  \inderstandable.   *i7e  realized  no  benefits  certainly. 
I  think- it  was  largely  a  resentment  against  government  interference.   The  State 
Department  of  Taxation  and  Finance  collects  the  texx  from  the  dealers.   They  pay  the 
tax  and  deduct  the  farmer' s  half  from  his  check.   It  averages  about  $3-00  a  year  for 
each  producer. 

Question;   ??hat  change  in  nilk  prices  occurred  during  the  year  you  had  milk  control? 

Mr.  Frisbie;  Thct   bill  was  repealed  a  year  ago,  before  it  could  be  set  up 
efficiently.   Last  November  the  market  caue  as  nearly  into  balance  as  it  ever  has. 
Production  and  supply  very  nearly  balanced. 

ftigestion;   Was  the  major  advantage  to  the  consumer  rather  than  to  the  producer? 

Mr.  Frisbie;   The  increased  returns  to  farmers  and  the  increased  sales  were  very 
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significant.  Production  showed  sone  increase. 

Question;   What  was  the  "basis  of  the  apple  canpaign? 

Mr.  Frisljie;   Personally  worded  pict-ares  -  "You  should  buy  ICew  York  State  Apples." 
"Help  the  I^rmers."  We  ha.d  50,CG0  posters.  We  carried  radio  prograas  over  30 
stations..   Ne\7spaper  publicity  was  utilized.   It  was  done  very  quickly  and  we  had 
only  $6,000  for  programs,  posters  and  booklets.  At  that  tine  the  aarket  price  was 
very   low. 

In  future  projects  the  state  plans  to  have  the  canpaign  based  on  grading 
axid  inspection.   That  will  tend  to  stimulate  growers  to  produce  better  products  and 
inprove  the  quality.  The  caupaign  will  aake  the  consuner  conscious  of  the  products 
of  Hew  York  State.  You  will  see  that  it  is  going  to  be  nore  difficult  for  inferior 
TDroducts  to  break  into  the  aarket. 


l^  NEW  EMGLAm)  OYSTERS 

A.  H.  Payne,  General  Manager  New  England  Oyster  G-ro'jers'  Exchange 
Warren,  Bhode  Island 


The  Ne^;  England  oyster  farmer  has  one  big  advantage.  He.  does  not  face 
the  entire  loss  of  his  product  if  the  crop  is  not  all  gathered  at  a  given  time. 
Apples,  peaches  and  many  other  farm  products  must  be  gathered  when  they  are  ripe 
or  it's  Just  too  bad.   Then  there  is  the  problem  of  warehousing  after  the  crop  is 
harvested.   On  the  other  hand,  the  oyster  farmer  has  the  best  cold  storage  •:7arehouse 
in  the  world  -  the  bottom  of  the  sea.  His  oysters  stay  there  until  he  gets  orders 
for  them  and  then  he  goes  out  to  his  beds  and  gathers  them. 

Some  of  you  dirt  farmers  may  be  interested  in  the  operations  of  the 
seagoing  farmer.   Oyster  beds  are  located  on  groumd  leased  from  the  State,  usually 
in  shoal  water.  You  have  fences  to  mark  your  farms  but  the  web-footed  farmer  has 
a  buoy  to  mark  his  holdings.   The  buoy  is  nothing  more  than  a  long  pole,  with  a 
canvas  flag  on  it,  which  is  anchored  by  a  rope  to  a  couple  of  cobble-stones. 

You  have  grasshoppers,  drought,  frosts,  and  countless  pests  to  bother 
you;  while  your  v/eb-footed  brother  has  starfish,  oyster  drills,  mussels,  and  the 
freaks  of  tides,  winds  and  storms  to  keep  him  on  the  job  every  day  both  winter  and 
summer  and  sometimes  nights.   It  takes  plenty  of  nerve  to  be  an  oyster  farmer.  He 
will  invest  $30,000  to  $50,000  in  seed  oysters  and  dump  them  into  the  sea.   It  may 
be  four,  five  or  even  seven  years  before  he  sends  theso  oysters  to  market. 

Eor  every  dollar  invested  in  seed  oysters,  at  least  two  dollars  must  be 
spent  in  cultivating  and  protecting  his  stock.  As  the  oysters  grow  they  must  be 
tak:en  up  and  moved  to  other  grounds;  spread  out  so  they  will  have  more  room  to  grow. 
There  are  growing  grounds  and  fattening  grounds,  so  the  oyster  man  is  ever  watching 
his  stock,  moving  them  from  one  sea  pasture  to  another.   Grounds  that  are  good  for 
one  purpose  one  year  may  not  be  so  good  the  next  year.  A  lot  depends  upon  Dame 
Kat-'-ire  and  you  know  to  your  sorrow  that  she  can  be  a  fickle  lady. 

Each  oyster  farmer  has  his  own  packing  plant.   Oysters  are  opened,  washed, 
graded  and  then  packed  usurdly  into  one  gallon,  but  sometimes  into  three  and  five 
gallon  cans.   These  oysters  axe   fresh  and  must  be  kept  under  refrigeration  at  all 
times.   Shell  oysters  are  likewise  graded  according  to  size  and  are  shipped  in 
barrels  or  bushel  boxes. 

The  world's  largest  ovster  farms  are  located  in  New  England.   One  holding 
alone  is  over  25,000  acres,  or  hk   sqxiare  miles,  which  is  about  the  size  of  the  city 
of  Boston.   Our  New  England  oysters  arc  the  finest  in  the  world.   They  are  shipped 
to  Europe  and  are  in  demand  in  the  finest  hotels,  clubs  and  restaurants  all  over 
the  United  States. 

It  is  necessary  to  give  you  this  brief  picture  of  the  oyster  farmer.  You 
see  that  our  problems  are  in  some  respects  different  from  yours.  V/e  have  no  central 
warehouse,  nor  do  we  have  to  gather  our  oysters  at  one  particular  period  and,  as  a 
resiilt,  have  a  glut  upon  the  market. 


The  setup  of  the  Kev  England  Oyster  Growers'  Exchange  is  similar  to  that 
of  a  farming  cooperative,  ffe  are  incorporated  under  the  laws  of  Bhode  Island.  To 
finance  our  operations  we  have  three  sources  of  income: 
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!;■    A  fixed  assessment  of  a  few  cents  a  gallon  or  "busnol; 

2.  A  charge  of  5  per  cent  "brokerage  on  all  oysters  sold 
"by  the  Exchange;  and, 

3.  A  1  per  cent  commission  on  all  purchases  of  supplies 
"bought  for  mem"bers  of  the  Exchange. 

According  to  law  the  "books  iilust  "be  kept  so  that  the  equity  of  each  mem"ber 
in  these  funds  is  shown  at  all  times.   So  much  for  the. general  corporate  setup. 

We  have  one  common  pro"blem;  that  of  merchandising,  pu'blicity  and 
advertising.   G-entlemen,  there  are  so  many  things  that  a  oooporatiTre  can  do  that  a 
commercial  individual  "business  cannot  do.  You  have  many  advantages  and  opportuni-  . 
ties  that  are  merely  yours  for  the  asking.   The  fact  of  the  matter  is  that  there 
are  people  waiting  and  ready,  even  asking  to  let  them  help  you. 

Ihe  State  Departments  of  Agriculture  have  radio  hookups  that  are  used 
in  promoting  the  products  of  their  states.  Some  of  these  are  tied  in  with  domestic 
science  experts  who  devote  much  time  to  planning  recipes  and  to  lectures  on  cooking 
in  order  to  feature  the  agricultural  products  of  their  state. 

liany  of  these  radio  programs  are  run  daily  and  it  is  a  grind  to  have 
something  new  and  interesting  each  day.   They  are  hungry  for  good  snappy  interesting 
stories  a'bout  agriculture  or  for  good  recipes.   They  will  gladly  give  you  the 
opportunity  to  get  on  the  air  to  talk  about  InTcw  England  Oysters,  "Vermont  llaple 
Syrup,  State  of  Llaine  Potatoes,  when  you  couldn't  talk  a'bout  John  Jones'  Oysters 
or  Bill  Smith's  Liaple  Syrup  without  shelling  out  real  money.  But  a  cooperative 
can  reach  millions  of  homes  on  the  radio  without  spending  a  dime. 

Many  people  would  "be  intensely  interested  in  what  you  are  doing.   There 
is  a  real  gold  mine  of  human  interest;  material,  a  colorful  dramatic  story  a"bout 
every  line  of  cooperation  represented  in  this  room.   You  may  think  your  life  is 
rather  drah,  uninteresting  and  commonplace.   It  is  always  interesting  to  be  taken 
behind  the  scenes  and  to  have  the  inside  story  back  of  the  things  which  are  about 
us  in  our  everyday  life. 

fortune  IJagazine  sells  for  a  dollar  a  copy  and  the  whole  editorial 
makeup  is  based  upon  stories  concerning  things  about  us,  v/hat  the  other  fellow  is 
doing.  American  Llagazino  built  up  a  wonderfully  successful  magazine  with  stories 
giving  the  viewpoint  of  the  p-'ollman  porter,  the  waiter,  the  policeman,  with  side- 
lights on  their  jobs  and  the  way  they  look  at  you  and  me. 

Here  is  what  you  can  do  -.vith  such  stories:  'a  full  page  in  the  Worcester 
Telegram,  a  half  page  in  the  Boston  Globe,  another  in  the  Providence  Journal,  a 
full  page  in  the  New  Haven  Register,  besides  stories  in  Bridgeport,  Bangor,  Lewiston, 
Lowell,  Pall  River,  New  Bedford,  Ne'.Tport,  Llanchester,  and  in  fact  all  over  New 
England.   The  story  of  Ne'.7  England  Oyster  farming.   This  type  of  material  is 
welcomed  by  the  editors.   It  reflects  the  life  of  people  right  around  New  England. 
It  is  good  copy.   It  is  constructive  and  helps  make  better  business  for  New  England, 

There  are  so  many  appetizing  ways  of  preparing  and  serving  a  good  tasty 
food  product,  that  the  household  editors  are  always  on  the  lookout  for  good  recipes. 
If  you  have  good  recipes  they  will  publish  miles  of  them. 

All  of  this  is  something  that  each  and  every  one  of  you  can  do.   It  must 
be  well  done.   Trite  publicity  material  that  is  hackneyed  or  motheaten  cannot  be 


used.   rf  you  pick  out  the  colorful  and  unusual  and  dramatize  it  you  can  get  it 
over. 

I7e  are  fortunate  here  in  New  England  in  the  'excellent  nevj'spapers  that 
cover  the  various  market  centers.   We  have  been  doing  a  little  nev;spaper  advertising 
this  year  to  test  certain  ideas  and  to  feel  out  the  market,   ile'wspapers  are  the 
most  effective  and  economical  advertising  media  for  you  to  use  in  riew  England. 

They-  have  some  excellent  advertising  and  merchandising  depsLrtments  that 
are  very  cooperative  and  helpful.   They  can- help  you  with  trade  and  dealer  contacts. 
They  are  -.villing  to  go  to  a  lot  of  trouble  to  assist  you  in  other  contacts.   It  is 
remarkable  hov?  much  you  can  accomplish  with'  a  limited  amount  of  money  in  newspaper 
advertising  in  Hew  England.   Newspaper  advertising  can  be  concentrated  at  the  point 
of  sale  and  tied  right  to  the  dealers'  customers. 

Public  utility  companies  will  step  in  and. help  any  cooperative  group. 
All  the  electric  light  and  gas  companies  have  stores  in  which  they  sell  all  kinds 
of  cooking  gadgets.   They  are  smart.   Tney  know  that  if  they  can  prepare  some 
delicious,  tasty  dish  with  real  eye  appeal,  something  that  is  out  of  the  ordinary 
run  of  everyday  food,  it  will  be  a  big  help  in  selling  a  new  electric  stove. 

All  these  places  have  domestic  science  experts  to  demonstrate  these 
cooking  appliances.   The  larger  stores  have  well  managed  cooking  schools.   Some  of 
the  gas  compan;y-  cooking  schools  will  print  invitations,  cook  your  products  with 
their  own  gas. and  equipment  and  give  you  the  services  of  their  domestic  science 
expert  all  without  charge.   They  will  give  a  talk  about  the  fine  qualities  of  Hew 
England  oysters  and  pasc  out  recipe  books. 

In  fact,  they  will  even  give  time  on  the  program  for  one  of  you  to  talk 
about  your  product.   One  gas  company  gave  a  series  of  10  lessons  for  10  weeks  for 
one  of  ,the  fishing  cooperatives.   These  were  attended  by  over  1,000  women.  You  can 
tie  this  right  to  your  local  markets.   In  a  number  of  cases  we  have  been  able  to 
get  our  local  mai'ket  to  take  part  in  these  demonstrations. 

You  can  avail  yourself  of  this  type  of  work  by  merely  seeing  the  ri^t 
people.   It  reaches  the  best  home  makers  in  the  town.    Cooking  schools  conducted 
by  some  of  the  newspapers  have  been  doing  some  excellent  work. 

The  State  Departments  of  Education  through  domestic  science  courses  in 
the  public  schools  and  over  the  radio  can  be  of  help,  if  you  work  along  lines  that 
are  consistent  with  the  general  policy  of  their  work.   Some  of  the  science  teachers 
have  written  me  for  material  and  others  have  taken  some  of  our  articles  for  use  in 
their  class  work. 

The  New  England  Council  has  an  organization  setup  that  can  be  a  great 
help  to  all  of  you.   I  am  surprised  that  more  New  England  businessmen  do  not  use 
the  Council.   It  has  a  special  committee  for  promoting  New  England  products  in  our 
New  England,  markets.   The  Council  has  many  local  units  that  can  help  with 'good 
contacts.       . 

This  is  all  background  work  that  you  can  build  and  the  beauty  of  it  is 
that  it  is  merely  a  question  of  methodical  planning.   It  is  not ' so  much  a  question 
of  money  as  it  is  of  planning.  A  merchandising  campaign  like  a  military  campaign 
•  must  be  planned  to  the  last  button.   It  cannot  be  haphazard,  if  the  results  are  to 
be  worthwhile. 

The  first  step  is  to  .have  something  worthwhile  to  sell.   This  means 


standard  grades  and  packs,  as  well  as  -uniform  methods  of  production  and  handling 
which  are  in  step  with  the  approved  and  modern  requirements  of  sanitation. 

The  next  step  is  staging  the  product  to  the  consumer,  getting  it  over  to 
the  public.  You  will  find  that  markets  and  retail  outlets  mil  work  with  you, 
provided  you  show  a  willingness  to  get  "back  of  your  products  said,   push  them.  'liTindow 
and  store  displays  that  will  ^.ttract  customers  and  store  demonstrations  that  are 
out  of  the  usual ' run  have  a  place. 

We  have  "been  running  a  demonstration  featuring  the  World's  Champion  Oyster 
Opener  and  serving  oysters  on  the  half  shell.   These  oysters  were' sold  b  for  I5 
cents.  ¥e  opened  and  served  ahout  100,000.  oysters  to  lU.OOO  to  15,000  people.   We 
have  sold  more  oysters  in  some  of  these  stores  in  three  days  than  were  sold  in  a 
month  previously.   It  has  gone  over  in  a  big  way. 

You  all  have  products  that  can  be  staged  and  dramatized' to  the  public. 
By  staging  a  product  and  by  having  a  high  standard'  of  quality,'  you  can  create  a 
demand  and  insure  a  price  in  keeping  with  the  fine  quality  of  the  merchandise. 

'The  third  step  is  to  cover  your  markets  by  a  thorough  mapping  of  the 
territory  so  that  every  important  Outlet  of  store  is  aware  of  what  you  are  doing 
and,  if  possible,  is  sold  the  idea. 

This  should.be  supported  by  a  newspaper "advertising,  campaign.   The'  . 
expenditure  need  not  be  large.  At  first,  it  can  be  tied  in  with  store  demonstra- 
tions. You  will  be  surprised  at  the  amount  of  coverage  you  can  obtain  for  as  little 
as  $5,000  here  in  New  England. 


In  closing,  I  want  to  say  that  I  am  thoroughly  sold  on  the  idea  of  the 
marketing  cooperative.  ■  I  believe  the  cooperative  principle  points  to  a  new  era 
in  merchandising,  advertising  and  selling,,  and  that  in  this  principle  we  have  the 
key  to  sound  and  lasting  business  recovery.   I  might  even  go  further  and  say  that 
we  will  see  the  day  when  it  will  be  applied  to  industrial  groups  as  well  as 
agricultural  groups.  We  have  great  opportunities;  let  us  make  the  most  of  them. 
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VER1.I0NT  l^IAFLE  SYHUF 

A.  H.  Packard,  President  Vernont  Farm  Bureau 
Burlington,  Vermont 


In  the  merchandising  of  maple  syrup,  it  would  seem  like  an  ideal  setup  if 
all  of  the  product  could  be  sold  direct  from  producer  to  consiomer.  But,  for  varioua 
reasons,  it  cannot  work  out  that  way  100  per  cent.  Here  are  the  reasons: 

1.  Good  sugar  producers  are  not  always  good  salesmen; 

2.  Some  producers  who  are  good  salesmen  are  not  always 
good  standardizers;  axid, 

3.  Many  concerns,  who  purchase  -maple  syrup,  want  thousands 
of  gallons  of -syrup  or  pounds  of  sugar.   Tliese  buyers  want  the  last 
package  they  buy  exactly  like  the  first. 

So  much  of  the  syrup  must  be  assembled  and  processed.  However,  probably 
20  per  cent  of  Vermont  syrup  is  sold  direct  to  conaiomera. 

It  may  interest  you  to  know  that  about  l/}   of  the  maple  syrup  made  in  the 
United  States  is  made  in  Vermont,  about  I/3  by  Ne\7  York  and  the  remaining  I/3  by 
several  states.   In  Vermont  we  average  to  produce  from  one  million  to  one  and  one- 
half  million  gallons  per  year. 

The  Vermont  iiaple  Cooperative  has  operated  since  1932»   This  year  the 
members  have  consigned  28,000  gallons.   Three  yeaxs  they  consigned  more  thaai  this 
and  two  years  less.  We  have  two  large  buyers  and  several  small  ones. 

The  Cooperative  is  financed  by  the  Bank  for  Co-operatives  at  Springfield, 
Massachusetts.  -  It  advances  to  its  members  about  2/3  of  the  current  price  of  barrel 
syrup  when  consigned.   Nearly  all  s-yrup  in  Vermont  except  direct- to-consumer  syrup 
moves  to  the  buyer  or-  cooperative  in  55  gallon  steel  drums. 
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One  of  the  first  problems  in  merchandising  maple  syrup  is  to  determine 
uiic  type  of  package  and  the  form  of  the  product  which  will  meet  cons-omer  approval. 
For  instance,  the  Cooperative  markets  most  of  its  syrup  to  food  chains,  some  to 
independent  stores  and  some  direct  to  consumers. 

The  Cooperative  has  found  that  the  stores  sell  more  syinip  in  glass  than 
in  tins,  but  direct-to-consumer  customers  buy  in  gallon  and  half  gallon  tins. 

The  Cooperative  determined  by  the  trial  and  error  method  the  size  of 
glass  containers  that  the  consumer  desires.   The  first  purcnase  of  containers  was 
a  $300  carload  of  glass  pints  and  l/2  pints.   These  jars  resembled  a  milk  bottle. 
In  a  few  ".veeks  the  half  pints  were  sold  but  the  pints  lasted  nearly  two  years.   It 
was  evident  that  the  consumer  who  went  to  the  store  for  syrup  wanted  just  about 
enough  for  one  meal.   The  Cooperative  has  not  been  able  to  interest  stores  in  maple 
cream  or  sugar.   Doubtless  it  is  because  the  contact  of  the  Cooperative  has  not 
been  with  drug  chains. 

We  have  observed  one  or  two  syrup  buyers  who  specialize  in  the  man\ifacture 
of  fancy  maple  candy  aXid  who  are  meeting  with  decided  success.   Their  products  are 
found  at  hotels,  tourist  places,  and  candy  and  drujj  stores.   Hie  candy  is  put  up  in 
attractive  packages,  displayed  under  cellophane,  wnich  are  convenient  for  the  buyer 


n 

to  take  home. 
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Those  who  appear  to  succeed  in  merchandising  maple  syrup,  and  doubtless 
this  is  true  of  other  products,  are  those  who,  at  the  "beginning,  decide  that  the 
consumer  is  the  boss.   Therefore  one  must  build  a  product  and  a  package  that  have 
a  large  chance  of  pleasing  him  or  her. 

Advertising  is  good  but  wiiy  row  against  the  stream.   It  is  much  more 
effective  to  find  out  first  what  the  customer  wants  and  then  advertise,  than  to 
advertise  first  and  find  out  later  what  he  wants. 

It  is  always  a  debatable  question  as  to  how  much  a  Cooperative  slaould 
spend  for  advertising  as  it  naturally  increases  the  spread  between  producer  and 
consumer.   The  i.iaple  Cooperative  has  cooperated  with  its  customers  in  regular  retail 
advertising  and  has,  on  several  occasions,  displayed  its  products  in  window  displays 
through  the  courtesy  of  the  i^ew  England  Council  and  the  Central  Vermont  Railway. 

Next  ivionday  in  cooperation  with  the  First  National  Stores  the  Cooperative 
is  putting  on  its  third  annual  Sugaring  Off  Party  at  the  Statler  Hotel,  Boston.   I 
understand  that  the  guests  will  number  about  200  prominent  professional  women, 
members  of  the  Lambda  Kappa  Sigma  Sorority,  which  is  national  in  scope.   They  will 
enjoy  eating  waxed  sugar  on  snow.   The  snow  "^ras  shipped  down  last  winter  from  the 
Republican  State  and  has  been  stored  in  zero  teinperatore  since  then. 

Is  this  effective  advertising?   I  think  so,  but  just  where  to  get  an 
accurate  measuring  stick  I  am  not  sure.  Probably  the  most  effective  magazine 
advertising  one  could  do  with  maple  syrup  is  to  praise  its  flavor  because  in  this 
it  stands  out.  All  of  you  have  noticed  the  heavy  radio  and  magazine  advertising 
program  which  has  been  put  on  for  years  advertising  "Vermont  Maid, "  a  blended 
syrup.   It  has  evidently  paid  the  promoters  as  it  has  been  continued  year  after 
year.   Sometimes  I  wonder  how  effective  it  would  be  for  the  Maple  Producers  to  use 
the  radio  through  the  winter  months  when  people  consume  syrup  and  say  something 
like  this:   "If  you  like  blended  cane  and  maple  syrup  why  don't  you  save  money  by 
doing  your  own  blending.  Mix  it  four  of  cane  to  one  of  maple. " 

Don't  be  surprised  if  this  happens  in  a  few  years  as  maple  symip  is  fast 
coming  into  use  as  a  flavor.  All  it  needs  is  the  chemist  who  can  make  a  real 
concentrate. 

Here  is  another  plan  that  we  have  used  to  popularize  maple  syrup.   For 
two  years  we  had  Llaple  Festivals  in  Vermont.   These  were  held  in  over  100  towns 
on  the  same  night.   Each  festival  had  a  good  prograii  and  plenty  of  maple  sugar  on 
snow  and,  in  addition,  a  maple  frosted  cake  contest.  \le   soon  had  the  town  winner, 
the  County  winner,  and  the  State  winner.   The  State  winner  got  a  trip  to  I7ashington 
and  some  publicity,  as  she  presented  her  prize  cake  to  the  highest  official  she 
could  find  who  liked  cake. 

We  make  a  little  money  out  of  these  festivals  and  some  of  it  we  used  to 
print  an  attractive  little  maple  recipe  book.   These  were  sent  out  into  the  counties 
and  eventually  went  to  maple  producers  who  worked  on  the  festival.   These  recipe 
"books  were  most  productive  \7hen  sent  to  maple  customers  v/ho  were  not  too  familiar 
with  the  ways  to  use  maple  syrup.   I  have  a  few  here  today.   I  hope  you  will  look 
them  over. 

In  sumnarizing  these  remarks  on  merchandising  maple  syrup  I  would  say: 
Be  sure  to  select  a  quality  of  product  and  a  style  of  package  that  suit  the 
customer.   The  Northeastern  food  chains  are  selling  over  twice  the  pure  maple  which 
they  did  when  they  were  using  the  old  style  package. 


'  And  as  to  advertising,  do  all  the  effective  advertising  you  can  economi- 

cally. Appeal  to  the  health  angle  when  you  can,  and  we  can,  for  you  have  all  heard 
of  83  year  old  Bill  Bailey  of  Vermont  and  his  1000  mile  trip  to  Chicago  and  return 
last  summer  by  "bicycle.  Bill  told  about  the  trip  a  few  weeks  ago  over  a  National 
hook-v?).   Well,  Bill  Bailey  has  consumed  maple  syrup  for  82  years. 
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OHGMIZATIOK  OF  HEGIOML  LIABKSTS 

(Jeorge  B.  Clarke,  Agriciiltural  Economist,  Connecticat  State  College 
Storrs,  Connecticut 


By  way  of  introduction  it  would  "be  "best  to  state  clearly  wnat  I  understand;'^ 
a  regional  market  to  te.  A  regional  market  is  one  adapted  to  motor  tjruck  trans-    . 
portation  on  the  part  of  both  "buyers  and  sellers.   It  is  intended  as  a  market  for  ,^  " 
perishable  products  especially,  and  should  serve  a  large  producing  area  and  a  still 
larger  consuming  area. 

Experience  seems  to  indicate  that  the  producing  area  can  well  be  all  of 
the  territory  within  a  radius  of  50  miles  of  the  market  and  that  the  consuming  area 
can  take  in  the  territory  within  a  radius  of  I50  miles.  .These  distances  are  not  an 
absolute  limit  but  constitute  a  fairly  sound  basis  for  the  division  of  territory 
among  regional  markets.   If  such  markets  are  established  closer  to.  each,  other  than 
a  distance  of  about  100  miles  they  are  likely  to  encroach  on  each  other's  territory. 

It  should  be  emphasized  that  regional  markets  sire,  primarily  surplus 
markets,  not  so  much  intended  to  serve  the  immediate  area,  but  to  facilitate  the 
transportation  of  perisiiable  products  by  motor  truck  to  points  outside  of  the 
producing  section.   For  that  reason  regional  markets  ordinarily  should  not  be 
thought  of  as  taking  the  place  of  the  typical  city  morning  market.  A  regioii9,l 
market  should  be  open  in  the  afternoon  or  evening,  so  that  truckers  and  wholesalers 
buying  supplies  can  deliver  them  to  more  distant  cities  by  the  following  morning. 

Markets  of  the  type  discussed  in  this  paper  are  a  feature  of  the 
Northeastern  section  of  the  United  States,  meeting  conditions  peculiar  to  this 
part  of  the  country.  We  have  here  the  largest  consuming  centers  in  the  United      , 
States  with  the  exception  of  Chicago.   [Che  population  throughout  the  area  is 
relatively  dense.   She  highway,  system  is  excellent  and  well  adapted  to  motor  truck  .•■ 
transportation.   In  former  days  local  production  in  this  area  was  restricted  to  a 
relatively  short  distance  aroixnd  the  large  cities,,  because  horses  'and  wagons       . 
provided  slow  transportation.   Consequently  the  great  Eastern,  cities  such 'as  New. 
York,  Philadelphia,  arjd  Boston  had  to  depend  largely  on  carlot  supplies  even  during 
the  local  season. 

With  the  rise  of  motor  truck  transportation  has  come  a  gteat  opportunity 
for  the  local  vegetable  growers  in  the  Northeastern  States.  An  indication  of  what 
has  happejjed  is  shown  by  the  United  States  Census  reports  of  the  increase  in 
vegetable  acreage  in  Rhode  Island,,  Massachusetts,  and  Connecticut  between  1919  and 
193^'   In  1919  these  three  states  had  36,000  acres  of  vegetables  exclusive  of 
potatoes;  by  193^  "the  acreage  had  increased  to  75»000  acres. 

Unfortunately  this  increase  in  acreage  has  not  been  accompanied  by  a 
corresponding  improvement  in  our  type  of  markets.   The  farmer's  market  in  providence 
represents  a  fairly  good  adjustment  to  this  change,  but  Boston  is  continuing  to  use 
a  market  she  has  used  for  something  over  200  years  with  very  little  improvement  in 
the  meantime.   In  Connecticut  the  establishment  of  two  strawberry  auctions  and  the 
New  Haven  Night  Market  are  attempts  to  meet  the  changes  in  volume  of  local  vege- 
tables and  changes  in  methods  of  transportation. 

It  should  be  emphasi:^ed  that  a  surplus  market  for  motor,  truck  trans- 
portation has  no  place  in  the  center  of  a  large  city.   Such  a  market  is  not  intended 
primarily  to  serve  the  small  and  medium- si  zed  cities  in  the  Northeastern  States. 
The  location  of  a  regional  market  in  the  center  of  these  cities  would  lead  to  very 


bad  traffic  congestion  and  woiild  limit  the  possibilities  of  -expansion  because  of 
the  high  cost  of  land  \7ithin  the  city  limits. 

The  topic  of  my  paper  is  the  organization  of  regional  markets.   The 
question  is:   "What  type  of  market  organization  is  best  adapted  for  the  management 
and  ownership  of  a  regional  market?"   It  should  not  be  forgotten  that  market  places 
are  a  matter  of  great  public  interest.   We  are  continually  seeking  to  cut  the  cost 
of  moving  goods  from  the  producer  to  the  consumer.   In  the  case  of  perishables 
locally  produced,  the  most  effective  way  of  keeping  the  expense  of  marketing  low 
is  to  provide  market  places  where  the  cost  of  handling  will  not  be  unreasonably 
great. 

Such  markets  should  be  located  on  an  area  large  enough  to  facilitate  easy 
movement  about  the  market  on  the  part  of-  both  b-'jyers  and  sellers,  as  the  market 
grows.   There  should  be  ample  room  for  expansion  on  land  where  the  cost  of  expansion 
is  not  excessive.  Buyers  who  patronize  fruit  and  vegetable  markets  nearly  al^irays 
are  seeking  large  volume.   They  also  demand  a  wide  choice.   There  is  no  point  in 
setting  up  a  regional  market  in  a  small  producing  area.   Volume  is  essential  in 
order  to  attract  bioyers. 

It  is  also  necessary  to  provide  for  shipped-in-supplies  of  fruits  and 
vegetables  which  either  are  not  produced  in  the  local  area,  or,  a't  any  given  time, 
do  not  happen  to  be  in  season.   It  should  not  be  necessary  for  a  buyer  to  go  to 
several  markets  in  order  to  make  up  his  load.   To  satisfy  these  requirements  the 
market  must  be  located  near  good  through-highways  and  adjacent  to  railroad  tracks 
so  that  trackage  can  be  brought  into  the  market.   It  will  be  necessary  to  provide 
warehouses  for  carlot  receivers  as  well  as  for  smaller  jobbers. 

It  should  be  readily  evident  from  the  discussion  so  far  that  the  capital 
requirements  of  a  market  of  this  size  are  in  most  cac.es  too  great  for  finaiicing  on 
the  part  of  any  ordinary  farmer  group.   This  is  all  the  more  true  because  whole- 
salers will  not  be  attracted  to  a  market  of  this  kind  unless  facilities  are  pro- 
vided fdr  at  the  start.   The  gradual  building  up  of  a  regional  market  is  a  very 
slow  and  painful  process.   It  is  much  better  when^ possible,  to  start  with  a  full- 
fledged  plant.  A  market  of  the  kind  described  should  not  be  in  private  ownership 
because  private  owners  are  interested  only  in  the  profits  they  can  squeeze  out  of 
the  operations  of  the  market.   They  are  likely  to  make  aarket  char;;es  to  the  farm- 
ers very  high  and  are  likely  also  to  be  slow  in  providing  facilities  if  needed.   The 
only  alternative  is  public  ownership. 

Farmers'  cooperatives  in  various  parts  of  the  country  at  the  present 
time  are  successfully  conducting  large  cooperative  enterprises  requiring  heavy 
capital  investment.   In  most  cases,  however,  these  cooperatives  have  been  the 
result  of  slow  growth.   Much  of  the  needed  capital  has  been  obtained  by  reinvestment" 
of  savings  made  in  operation. 

A  regional  market  should  start  with  a  fairly  complete  plant.   There  is 
usually  little  opportunity  for  a  gradual -building  up  becauEe  farmers  and  large 
wholesalers  will  not  patronize  the  market  unless  it  is  completely  equipped  at  the 
start.  Produce  men  in  general  tend  to  be  shoe-string  operators.   They  can  rent 
facilities  but  seldom  are  able  to  build  tnc-ra.   Fruit  and  vegetable  growers  ih  the 
Northeast  are  hard  to  hold  together  in  a  stable  organization  because  of  the  large 
number  of  outlets  for  sale  available  to  them.  At  the  samo  time,  they  are  seriously 
handicapped  in  raaxketing  that  part  of  their  produce  vzhich  cannot  be  absorbed  by 
the  ncsjrby  consuming  area. 


Hew  York  has  solved  the  problem  by  dividing  the  state  into  several 
districts,  each  one  with  its  regional  market  established  and  conducted  by  a 
regional  marketing  authority.   The  market  authority  constructs  the  market  with 
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state  and  federal  funds  and  leases  the  facilities  to  farmers  and  to  joVoers  and 
wholesalers.   She  Ne^v  York  plan  seems  to  be  the  most  feasihle  method  of  solving  the 
prohlem  presented  in  the  establishment  of  a  regional  market. 

Public  control  eliminates  the  profit  motive.   The  need  for  fimds  is  cared 
for  by  the  use  of  public  money.  However,  such  markets  need  not  be  considered  a 
liability  to  the  public  treasury  because  once  established  they  have  shown  themselves 
to  be  very  profitable.   If  properly  planned  and  located  they  should  be  able  to  pay 
bach  to  the  state  the  original  cost  as  well  as  to  provide  fo-r  their  own  maintenance' 
and  operating  expenses. 

One  very  large  and  successful  regional  market  is  the  Capitol  District 
Cooperative  Market  near  Albany*  You  ma;;,'-  be  interested  in  the  capital  setup  of 
that  market.   In  the  first  place  the  investment  in  the  market  is  $300,000.   Of 
the  $300,000  that  is  invested,  it  is  interesting  to  note  that  all  but  $6o,000  has 
been  borrowed  ana  not  yet  been  paid  back.   Sales  of  stock  were  managed  to  the 
extent  of  $60, 000.   Three-fourths  of  that  amount  is  preferred,  and  only  about 
$15,000  is  common  stock,  so  that  you  have  about  $15,000  stock  ownership  running  a 
$300,000  investment.   They  bought  their  land  fairly,  reasonably  and  built  a  ware- 
house for  carlot  receivers. 

Another  example  of  a  regional  market  is  the  Pater  son  Parmer  s'  luarket  in 
Kew  Jersey.   They  were  able  to  keep  their  capital  investment  down  considerably. 
It  is  not  as  large  a  market  as  the  Capitol  District  Cooperative,  and  they  did  not 
have  to  build  their  trackage.   They  aid  build  jobbers'  warehouses. 

Their  total  investment  amounted  to  ^115,0^0  and  they  have  $'+3,000  worth 
of  stock  outstaiiding  of  which  $Ug,000  is  common  stock  representing  active"  owner-  •' 
ship  and  management  in  the  market.   Their  borrowings  have  amo-anted  to  about 
$37iOOO.   It  is  not  strictlj'  a  regional  market,  but  represents  what  a  well-knit 
farmers'  group  can  do  if  they  are  reasonably  well  off  and  can  raise  some  funds 
for  stock.   It  should  be  pointed  out  thcit  the  Paterson  Earners'  Ikirkot  is  an 
extremely  profitable  affair.   In  the  last  year  of  vdiich  1   have  a  record,  their 
net  earnings,  above  all  e:xpenses,  amounted  to  $lU, GOO. 

Another  way  this  problem  may  be  handled  is  this,  to  have  the  farmers 
finance  and  manage  only  the  farmers'  section  of  the  market.   If  they  only  need  to 
build  and  operate  the  farmers'  section,  they  can  do  it.   If  I  remember  correctly, 
the  way  that  is  managed  is  this.   The  farmers'  market  is  adjacent  to  the  \7hole- 
saJ-ers'  section  and  the  fariiors'  cooperative  leases  the  farmers'  section  of  th^  ' 
market.  Although  the  wholesalers'  section  is  adjacent  to  the  farmers'  market  and 
is  a  part  of  the  whole  market,  the  farmers  have  nothing  to  do  with  it,  cither  in 
control  or  invoctment. 

Eventually,  no  doubt,  we  shaJ.l  have  a  fairly  complete  set  of  regional 
markets  in  the  i\"ortheastern  States.  It  is  very  doubtful  whether  these  markets  can'  • 
be  built  successfully  £ind  managed  by  farmers  cooperative  associations.  Tne  size 
of  the  undertaicing  is  too  great  to  make  this  a  likely  solution.  Also  the  hope 
may  be  expressed  that,  if  a  series  of  markets  is  established,  they  will  not  be 
placed  so  close  together  as  to  ruin  each  other's  usefulness  and  cause  needless 
expense. 


■^-'  THE  BOSTON  B3&I0I^IAL  i<IAl"lKET 

A.  L.  .-.lafon'n,  i^anager  Boston  Regional  Market 
CaralDridge,  Massachusetts 


Tiie  Boston  Regional- Pi'oduce  i/iarket  was  organized  in' 153>   'i^e  inet  with 
opposition  fron  those  already  doing  business  in  the  Panueii  Eall  market,  and  we 
are  still  meeting  opposition.   Before  we  started  we  had  ^5*^  farmers  signed  -up.   By 
the  tiiae  we  were  ready  to  organize,  many  of  them  got  cold  feet.   We  really  had  to 
begin  all  over  again  and  try  to  work  out  a  plan  of  organization.   We  have  been 
working  on  it  ever  since. 

So  far  this  year  there  has  been  an  increase  in  the  volume  of  business  of 
35  per  cent  over  last  year,  and  last  year  we  had  an  increase  over  193^- 

She  market  is  open  to  producers  Uiitil  11  o'clock  in  the  morning,  and 
again  in  the  evening.   Por  jobbers  and  dealers  it  is  open  all  day  and  in  the 
evening.   The  market  is  not- restricted  to  stocklaolders. 

When  './e  started  v/e  had  faruer  control.   thirty  acres  of  laaid  were 
purchased.  Althougti  we  now  use  only  about  5  or  b  acres  it  is  a  good  thing  for  us 
to  uave  this  extra  land.   The  greatest  obstacle  is  to  get  cooperation  from  the 
farmers.   It  is  very  difficult  to  get  farmers  to  pixll  togetner  on  marketing. 

Question:   Kow  many  farmers  have  stock? 

Mr.  haffurn;   V^e  have  over  ^0  stockholders.   We  have  four  large  apple  growers  from 
the  Connecticut  line  who  drive  up  to  our  auction  and  they  all  say  it  is  the  best 
market  for  their  ^ples.   The  advantage  is  that  dealers  are  able  to  buy  produce' 
the  same  day  it  is  packed. 

Q)j.estion;  How  do  your  prices  compare  v/ith  prevailing  prices? 

Mr.  iiagurn;   They  are  practically  the  same.   Liany  large  growers  are  still  shipping 
on  consignment.  A  great  deal  of  produce  is  going  directly  to  chain  stores. 

Q.uestion;   Was  it  your  intention  to  supplant  the  Panu^eil  Hall  liarket? 

UV'   L.ag'arn!   I  believe  so,  in  order  to  get  away  from  the  congestion  of  Greater 
Boston  and  to  have  a  market  with  a  regular  time  for  evening  use  as  well  as  day- 
time selling. 

Question;   Is  it  large  enough  to  take  care  of  the  Panueil  Hall  trade  also? 

..J .  .-iagurn :   Yes.  Plenty  of  room  is  available  for  driveways,  parking,  and  so  forth. 

Question;  Are  any  wholesalers  coming  to  the  market? 

LIr.  iilagurn;   There  are  two  vvholesale' groups,  but  no  carlot  receivers  as  yet. 

L-  E-  Ellsworth,  President  Boston  Regional  Liarket:   If  we  could  get  state  funds,  no 
doubt  we  could  become  established  more  quickly  and  achieve  success  more  rapidly. 
We  feel,  nowever,  that  the  success  v/e  make  ourselves  is  the  best,  and  there  is  no 
reason  but  eventually  our  market  will  be  successful.   It  means  hard  work  and  working 
together,   i^ost  of  the  regional  markets  have  had  similar  troubles  to  ours.   Only  a 
small  proportion  of  the  farmers  have  had  the  co\irage  to  stay  with  the  market  until 
it  showed  improvement.   We  have  improved  every  year  and  I  believe  it  is  only  a 


matter  of  tine  when  we  vtIII  be  firaly  estatlished. 

The  Albany  market  is  doing  quite  well.   Br.  Clarke  pointed  out  they  sold 
$60,000  worth  of  stock.   We  raised  $55,000  in  this  way.  ■  .  ■ 

Graestion;   I  would  say  the  Boston  -larket  is  primarily  a  city  market  and  the  only 
thing  which  in  any  wa^'  corresponds  to  a  regional  market  is  the  fact  that  they  have 
moved  out  of  the  center  of  the  city  and  established  an  ainple  -market  place.   Other- 
wise it  has  very  fe'.T  of.  the  regional  market  characteristics. 

G-.  W.  Westcott,  Extension  Economist,  i,iassachu setts  State  College:   If  you  limit 
the  area  to  points  within  a  radius  of  50  miles  of  Bo.ston,  that  may  be  true.-  But 
Boston  itself  has  a  population  of  a  million  or  more. 

Question;  Are  you  servicing  the  immediate  city  area,  or  are  you  servicing  a  wider 
territory? 

Mr.  Westcott:   The  Boston  Regional  Llarket  is  a  distribution  center  for  northeastern  ■ 
New  England.   We  think  it  has  been  de-nonstrated  that  there  is  a  definite  place  for 
an  evening  market  in  that  area.   That  is  what  the  market  is  turning  out  to  be.   The 
service  is  efficient  because  the  market  is  not  as  congested  as  it  would  be  if 
located  do\7nto\7n  in  Boston.'  " 

The  farmers  may  have  had  the  idea  that  it  would  take  the  place  of  the 
Fanueil  Hall  Liarket.   If  that  is  so  it  is  probably  a  mistaken  idea.  Probably  there 
always  will  be  room  for  a  jobbing  market  in  the  central  part  of  Boston  to  take  care 
of  the  congested  area.   These  men  did  not  make  the  mistake  that  perhaps  Albany  has 
made.   They  have  not  over- expanded.   It  is  true  they  have  control  of  30  acres  of 
land,  but  that  is  not  too  much.  HaQ-y   did  not  put  up  an  expensive  $50, 000  admini- 
stration building.   They  graded  more  land  than  necessary,  but  that  is  not  an 
expensive  type  of  construction  work. 

Last  year  from  60  to  I^O  farmers  supported  the  market  throughout  the 
season.   This  represents  about  10  per  cent  of  the  total  business  in  the  Boston 
area.   The  thing  which  impressed  those  of  us  who  have  been  watching  is  the  loyalty 
of  those  farmers,  and  to  see  a  few  more  coming  in  all  the  time.   They  can  see  the 
advantages  of  an  early  evening  market, 

I  can  assure  you  that  lir.  l.iagarn  and  his  associates  are  very  aggressive. 
They  are  gradually  getting  more  buyers  and  more  farmers.   The  extension  service 
tried  to  do  its  bit  this  winter  by  showing  a  motion  picture  of  the  markets  of  the 
Northeast.   Those  men  are  doing  a  good  job,  building  up  their  market.   Twenty  or 
thirty  yeaxs  hence  the  organization  probably  will  be  more  healtliy  by  having  this 
slow  and  small  beginning  than  if  it  had  started  out  in  a  big  way. 

Those  of  us  who  are  watching  this  project  believe  that  with  the  loyalty 
and  background  they  have  developed,  they  will  overcome  their  problems  and  some  day 
we  will  see  an  efficient  distribution  center  to  talce  care  of  that  area. 

Br.  Clarke:   I  did  not  intend  to  imply  that  the  Albany  iiarket  had  over- expanded. 
They  did  not  spend  more  than  they  should  on  an  administration  building.   As  a 
matter  of  fact  they  did  not  spend  enough.   They  cannot  provide  adequately  for  carlot 
receivers.   If  facilities  for  carlot  receivers  had  been  provided  at  the  staiit  tiifigr 
woxad  not  have  had  this  long  delay  and  difficulty  in  getting  established.   They 
have  an  extremely  successful  market  but  it  has  had  to  carry  along  the  wholesale 
section. 

Before  you  get  carlot  receivers  into  the  Boston  Regional  market  you  are 
going  to  have  to  make  some  change  in  the  setup  and  to  nave  facilities  available  for 


them, 

tor.  Y/estcott;   That  is  possible,  and  these  farmers  during  the- next  few  years  will 
be  in  a  position  to  aake  decisions  as  to  what  may  be  necessary  in  order  to  attract 
this  business.  : 

One  factor  necessary  to  success  is  the  presence  of  a  wholesale  receivfer. 
I  am  wondering  if,  since  the  Fanueil  Hall  i,iarket  has  not  changed  in  the  past  I50 
years,  the  State  as  a  matter  of  public  policy  might  be  expected  to  buy  out  the 
interests  which  the  wholesalers  have  in  the  present  market  and  transport  the' working 
facilities  to  the  new  regional  market.   Of  course  there  would  be  considerable  expense 
in  moving  the  wholesalers  into  the  regional  market. 


COGFERATIYE  POTATO  1«IARKETIM5 

H.   i/I.   PlagtS,    uanager  Agricultural   Service   Inc. 
Concord,    A'ew  Haiap shire 


llfiif 


It  is  certainly  a  pleasure  to  meet  with  this  group  ajid  I  wish  to  express 
my  appreciation  to  Dr.  J.  L.  Tennant,  Agricultural  Economist,  for  extending  the 
invitation  to  appear  on  your  progran.   I  have  teen  in  Rhode  Island  many  times  and 
at  various  places,,  but  this  is  mj'-  first  visit  to  Kingston.  .   .,   - 

Early  in  the  fall  of  I929'  the  coun'ty  agent  in  Merrimack  County,  New 
Hampshire,  E.'  W.  Holden,  becaiuse  of  unfavorable  potato  marketing  conditions  in  the 
Concord  area,  decided  that  something  should  be  done  about  it.  After  contacting  the 
officials  of  the  Cloverdale  Stores  he  made  ari'angements  with  six  or  seven  growers, 
to  supply  certain  of  their  nearby  stores  direct  from  the  farm.  '  _   .^^ 

This  worked  out  well  and  was  continued  for  two  seasons  with  a' minimum  of 
trouble  or  supervision. 

In  the  meantime,  the  idea  of  enlarging  the  plan  naturally  had  developed. 
Following  several  conferences  with-  officials  of"  the  Gloverdale  Stores  and  the  First 
National  Stores  and-  after  a  meeting  of  growers  and  officials  held  on  September  2S, 
1931,  the  plan  was  put  into  effect  in  the  soutnern  and  central  part  of  our  State 
with- both  the  above  mentioned  chains  during  the  aarketing  season  of  1^31-32. 

Thirty-Six  growers  participated  during  that" season  and  approximately 
seventy-five  stores  were  served. 

About  that  time  the  Gloverdale  chain  was  tajcen  Over  by  the  First  National 
system.   In  the"  following  years  we  gradually  served  more  and  more  territory  until  . 
we  serviced  all  the  stores  in  the  State  and  in  several  cities  and  towns  in  the 
adjoining  States  of  Maine,  iviassachusetts  and  Vermont. 

Meanwhile  we  had  approached  the  A  &  P  officials  and  for  several  years  we 
have  been  servicing  many  of  their  stores  also. 

So  far  as  the  chain  stores  go  there  have  been  practically  no  changes  in 
our  memorandum  of  understanding  since  the  project  started, 

■  In  the 'dealings  with  the  producers,  however,  several  changes  have  become 
necessary.   The  marketing  agreement  has  had  to  oe  strengthened  and  more  teeth  put 
in  it  as  time  passed,  in  order  to  secure  the  kind  of  cooperation  such  an  undertaking 
requires.   I  will  speal-:  of  this  more  fully  a  little  later.  ..  . 

During  the  first  year  or  two  of  the  plan,  the  county  agent  gave  what 
little  supervision  the  marketing  required.   But  after  the  first  two  seasons  the 
New  Hampshire  Farm  Bureau  Federation,  'under  the  leadership  of  G-eorge  Putnam,  under- 
took to  handle  it  as  an  experiment  to  determine  its  value  when  operated  on.  a  larger 
scale.   Thisvfas  done  without  charge  to  the  grower  during  the  1931-3^  marketing 
season. 

During  1932  Agricultural  Service,  Inc.  was  organized  under  the  business 
corporation  law  in  order  to  provide  a  setup  which  would  be  permitted,  under  its 
charter,  to  engage  in  business  activities.   The  New  Hampshire' Farm  Bureau  Federation, 
organized  under  the  educational  law,  is  not  permitted  to  engage  in  business  except 
in  an  experimental-way. 


By  1532  the  growers  were'narketi'ing  a'Btnit't^.'^OO  '"bushels  londer  this  plan 
and  it  became  absolutely  necessary  to  have  a  penaanent  central  agency  to  handle  the 
details.  '  ■     .      '  '.'        '\ 

The  small  capital  stock  of  Agricultural  Service  Inc.  is  all  owned  by  the 
ten  county  Farm  Bureaus  and  the  State  Federation.   It  is  divided  so  that  each 
county  Faria  Bureau  owns  5  per  cent  of  the  stock  and  the  State  Federation  50  per 
cent. 

It  is  possible  under  the  charter  for  one  class  of  stock  to  be  purchased 
by  other  groups  or  by  individuals  and  this  stock  would  share  in  the  dividends,  but 
would  have  no  voting  rights.  Thu$  far,  however,  no  effort  has  been  made  to  sell 
any  stock  aside  from  the  original  subscriptions  from  the  farm  bureaus. 

Now  for  the  mechanics  of  the  plan  as  it  works..  Early  in  the  summer 
representatives  of  Agricultural  Service  ai^id  the  growers  go  to  Boston  and  have  a 
general  discussion  of  the 'project  with  chain  store  officials.  At  this  conference 
an  attempt  is  made  to  "iron  out"  any  wrinkles  that  may  have  developed,  to  talk  over 
the  working  details,  and  to  give  and  receive  suggestions  for  further  inprovements. 

In  the  late  supjmer  the  growers  are  contacted,  either  through  members  of 
the  county  committee  or  in  a  county-wide  meeting.   At  this  time  anything  new  which 
may  have  developed  is  explained,  the  marketing  agreements  are  signed,  and  shipping 
tags  and  delivery  slips  are  distributed.  Also  at  this  time,  arrangements  are  made,. 
as  definitely  as  possible,  to  determine  the  date  on  vrhicn  deliveries  can  begin. 

Under  the  chain  store  system  the  superintendents,  who  have  from^ 15  to  20 
stores  each  to  supervise,  make  up  their  potato  orders  and  mail  them  to  our  office. 
These  reach  us  about  Thursday  each  week  and  the  delivery  is  mad.e  on  any  specified 
day  in  the  following  week.   From  our  card  file  these  orders  are  then  distributed 
among  the  growers, .allowing  each. to  market  in  his  preferred  territory  and  to  take 
a  full  load,  as  far  as  it  is  possible.  As  we  have  some  men  who  .make  .deliveries  in 
a  passenger  car,  or  even  with  horses,  and  one  who  takes  a  m.axim-um  load  of  1*40  bags, 
usually  it  is  not  very  difficult  to  arrange  the  loads  properly. 

Questionnaires  filled  out  by  each  of  the  growers  give  us  all  the, 
information  we  need  as  to  the  size  of  load'  carried,  the  n-umber  of  loads  to  be 
delivered  weekly,  the  territory  in  which  deliveries  can  be  made,  and  other  details. 
Our  office  supplies  shipping  tags  without  cost  to  the  grower  and  on  these,  for 
p-urposes  of  identification,  the  grower  stamps  his  nvunber  and  the  date  of  delivery. 
This  provides  for  a  quick  and  accurate  check-up  in  case  any  complaints  develop. 

It  also  safeguards  us  against  complaints  being  made  after  the  potatoes 
have  been  kept  too  long  in  the  store.   This  laay  happen  tiirough  having  ne,w  si^jplies  • 
piled  on  top  of  earlier  deliveries  several  times  in  succession,  after  which  the 
stock  at  the  bottom  of  the  pile  becomes  more  or  less  unfit  for  sale. 

Delivery  slips  are  in  quadruplicate.'  One  is  kept  by  the  store  manager, 
one  by  the  grower  and  the  other  two  are  sent  to  our  office.   We  use  one,  of  them  to 
verify  our  weekly  bill  to  the  stores  and  the  other  is  filed  for  use  in. emergencies 
which  may  arise. 

Payment  for  a  full  week's  deliveries  is  made  to  our  office  in  one  check. 
We  send  to  each  grower  weekly  whatever  is  due'him  minus  our  charge  of  2-g-  cents  per 
"bag   for  administration. 

The  largest  number  of  growers  participating  was  in  1934-r35  when  we 
marketed  for  I7I  different  individuals  and  moved  over  130,000  bushels  of  potatoes. 


While  this  is  not  a  huge  voltme  it  has  meant  a  great  deal  to  the  grower.   It  has 
stabilized  the  market  throiighout  the  State  and  assured  him  a  dependable  market:   He 
knows  he  is  to  get  the  current  market  price  \7ith  no  chiseling.   Each  week' s  price 
is  determined  by  the  dail7  potato  sheet  as  issued  at  PrescLue  Isle,  and  the  top 
quotations  for  the  bulk  of  the  sales  as  quoted  for  Llonday  is  accepted  as  tnc  price 
for  the  entire  week.   This  works  to  the  disadvantage  of  the  grower  on  a  rising 
market  and  to  his  advantage  on  a  falling  market,  but  on  the  basis  of  a  season's 
operation  it  appears  to  be  satisfactory  to  everyone. 

This  plaii  has  many  advantages  for  the  chain  stores  also,  the  greatest  of 
which,  perhaps,  is  the  building  of  good  will.   They  are  assured  a  source  of  supply 
of  good  quality  potatoes,  delivered  directly  into  the  store  from  the  farm,  with  a 
minimum  of  handling,  and  no  delivery  charge. 

The  human  element  is  the  all  important  factor  in  this  project,  and  I  hope 
that  the  statements  I  am  about  to  make  will  not  be  misunderstood. 

After  several  years  managing  this  project  I  nave  come  to  the  conclusion 
that,  while  most  farmers  believe  in  the  broad  principles  of  cooperation,  we  will 
not  play  the  game  100  per  cent  until  we  arc  forced  to  do  so.   Wlien  conditions 
become  intolerable  we  get  together  and  do  something  about  it,  but  at  heart  we  remain 
individual i  st  s . 

Our  biggest  problem  is  to  see  that  potatoes  are  properly  graded.  Liany  of 
our  growers  realize  this  and  put  out  the  right  quality.   On  the  other  hand,  when 
the  general  crop  is  running  poor,  as  sometimes  happens,  and  50  per  cent  of  the 
potatoes,  or  even  more,  must  be  taken  out,  very  fev/  men  have  the  courage  to  ao  it. 

If  U-  S.  No.  1  potatoes  are  to  be  delivered  and  less  than  half  the  crop 
probably  will  go  into  that  grade,  it  is,  of  course,  most  unfortunate  for  the  grower, 
but  the  grade  must  be  maintained  if  the  project  is  to  continue  to  succeed.   It  makes 
no  difference  to  i.irs.  Housewife  when  she  buys  a  peck  of  potatoes,  whether  the  grower 
had  to  grade  out  two  pecks  in  order  to  get  the  one,  or  whether  he  only  had  to  take 
out  two  or  three  potatoes.   She  is  buying  potatoes  of  a  certain  quali-ty  and  paying 
for  them  and  the  grower  must  deliver  that  quality,  regardless  of  how  many  he  has  to 
grade  out. 

T/e  have  had  to  discontinue  marketing  for  several  individuals  in  the  past, 
because  they  would  not  "play  fair"  in  this  reapect.   If  the  offenders  were  the  same 
ones  year  after  year  this  would  be  the  answer  to  the  problem.  Unf ortujiately, 
however,  this  is  not  the  case.   Some  men  will  go  through  an  entire  season  without 
a  complaint  against  them-,  and  the  next  year  will  cause  unlimited  trouble.   This 
Occurs  despite  the  fact  that  help  from  the  county  agents,  marketing  specialists, 
and  other  agencies  has  been  genoroiialy  given  through  both  grading  demonstrations 
and  individual  instinictions. 

So  serious  has  this  question  become  that  the  State  marketing  committee 
has  made  provision  for  very  severe  penalties,  to  be  imposed  during  the  coming 
season,  upon  those  growers  whose  potatoes  are  inspected  after  delivery  and  found 
to  be  below  grade.   This  penalty  is  25  cents  per  bag  for  the  first  offense  and  a 
still  greater  ajnount  if  a  second  offense  occurs.   It  is  hoped  that  this  ^'ill 
eliminate  most  of  the  trouble  due  to  poor  grading. 

Do  not  infer  from  my  remarks  that  our  growers  deliver  nothing  but  out- 
of-grade  potatoes,  for  this  is  far  from  thu  truth.   Some  men  have  delivered  for 
years  with  never  a  complaint,  but  it  t,akes  only  a  very  few  growers  who  deliver  out- 
of-grade  products  to  give  the  whole  project  a  bad  reputation.   The  fact  that  we  have 
continued  for  nine  years  is  evidunco  of  reasonable  success. 


)         Also  for  the  past  two  years  we  have  marketed  winter  squash  to  the  chains, 
both  direct  deliveries  into  stores  and  in  a  wholesale  way  into  their  warehouses  in 
Boston.   The  volume  runs  into  several  hundred  tons  per  season.   Tnis  venture  has 
been  completely  successful  for  everyone. 

Beginning  this  year  we  plan  to  handle  a  suhstantial  volume  of  carrots, 
cabbage  and  spinach  in  the  same  "short  cut"  manner,  with  the  producer  making  direct 
deliveries  from  his  own  farm. 

Our  State  is  small  and  our  markets  are  limited.   Unless  some  of  our 
products  are  sold  in  an  orderly  manner  in  the  larger  markets  aiid  thereby  removed 
from  local  conpetitJ,on,  we  would  have  an  excess  in  certain  areas  which  would 
completely  demoralize  local  markets.   The  chain  store  systems  are  a  part  of  our 
business  setup  and  it  is  up  to  us  to  cooperate  with  the.n  in  every  possible  wa-V  and 
to  furnish  as  large  a  part  of  their  requirements  as  we  can.   If  we  can  :naintain 
high  standards  of  grading  and  through  cooperative  effort  can  provide  a  large  enot^jh 
volume  so  as  to  interest  them  in  purchasing  we  can  go  far  in  retaining  oixr  home 
markets  and  be  of  still  greater  help  to  "The  uan  with  the  Hoe." 

We  have  foiond  the  chain  store  officials  without  exception  to  be  willing 
to  work  with  our  groups  in  every  possible  way.   They  kno\7  just  exactly  what  tney 
want,  and  when  they  want  it.   If  we  expect  to  do  business  with  them  we  must  meet 
their  requirements. 

We  have  had  very  material  assistance  fron  the  Extension  Service,  the 
State  Bureau  of  markets,  and  many  other  agencies,  in  the  formation  aaid  development 
of  this  project  and  I  wish  to  make  public  actmowledgement  of  this  at  this  time. 

A  copy  of  the  marketing  agreement  with  producers  for  the  1937  crop  and  a 
copy  of  the  memorandum  of  understaiading  -.Tith  the  chain  store  officials  follow: 

(a)  Marketing  Agreement  for  1937  Potato  Crop 

Agreement  of  the  Producer 

1.  I  hereby  agree  to  deliver  approximately  IOC  lb.  bags  of  U.  S-  iJo.  1 

grade  potatoes  between  date  of  this  agreement  and  July  1,  1933.  on  the  dates  and 
at  the  places  designated  qy   Agricultural  Service,  Inc.,  sucn  agreement  to  be 
subject  to  the  following  limitations. 

(a)  That  notices  for  a  given  order  reach  me  at  least  US 
hours  in  advance  of  time  specified  for  delivery,  but 
if  less  than  U8  hours  notice  is  given  I  shall  still 
cooperate  in  making  deliveries  as  promptly  as 
circumstances  permit. 

(b)  That  exceptions  be  allowed  for  weather  conditions  which 
mak:e  travel  dangerous  and  damage  to  potatoes  probable 
and  for  unavoidable  conditions  which' prevent  deliveries. 

2.  If  any  lot  of  potatoes  which  I  deliver  fails  to  make  U.  S.  l!o.  1  grade  and  I 
am  notified  within  10  days  from  date  of  delivery,  I  agree  to  replace  such  stocV: 
with  potatoes  of  U.  S.  K'o.  1  grade.   3ut  in  case  inspection  is  called  for  and  made 
by  a  state  or  federal  inspector,  and  my  potatoes  are  found  below  grade  I  agree  to 
pay  inspection  costs  and  malce  replacement  as  stated  above.   In  case  of  failiore  to 
pay  such  costs  and  make  replacement  as  stated  above,  I  agree  to  permit  Agricultural 
Service  to  deduct  the  amourit  from  money  due  me  on  potatoes  to  pay  sxich  costs  of 
inspection  and  adjustment. 


/7o)   ^ 

3.   In  order  to  pemit  a  quick  and  acciirate  check  on  deliveries,  I  agree  to  send  in 
all  sales  slips  within  2k   hours  of  date  of  deliver;^  and  in  the  event  such  deliveries 
cannot  "be  made  as  .ordered,  I  will  notify  Agricultural  Service  Inc.,  "by  retiirn  Diail, 
or  telephone  or  telegraph  such  inforaation  -jithin  2U  hours  of  receipt  of.  order. 

U.   I' further  agree  that  Agricultural  Service,  Inc.,  deduct  10  cents  per  130  Ihs. 
for  potatoes  delivered  whenever  the  slips  sliowing  such  sales  reach  its  office  later 
than  the  first  Monday  following  delivery. 

5.  I  hereby  authorize  Agricultural  Service  to  retain  one  dollar  froia  my  first 
payment  and  it  is  understood  that  all  money  secured  in  this  way  is  to  Le  kept  as 
a  separate  fund  at  the  exclusive  disposal  of  the  Executive  Committee  of  the  State 
potato  Marketing  Committee. 

6.  I  further  agree  to  deliver  all  potatoes  in  standard  lOOf  potato  bags  which  are 
"both  clean  and  so\and. 


Agreement  of  Agricultural  Service,  Inc. 

1.  Agricultural  Service,  Inc.,  agrees  to  act  as  a  sales  agency  in  furnishing 
potatoes  to  i'irst  National  and.  A  &  P  Stores  and  such  other  outlets  as  can  "be 
secured. 

2.  Agric-altural  Service,  Inc.,  agrees  to  render  such  sales  service  and  remit 
money  for  potatoes  ordered  and  delivered  according  to  agreement  at  a  cost  not  to 
exceed  2g-  cents  per  100  pound  "bag  delivered  oy   truck  and  l-^-  cents  per  100  pound 
"bag  delivered  in  carlots. 

Date 


Gro-7er's  Signr.ture  Agricultural  Service,  Inc. 


("b)  Llemorandum  of  Understanding 

This  memorandTom  of  understanding  "between  Agricultural  Service,  Inc.,  and 
the  First  !-Tational  Stores  is  accepted  and  approved  as  a  fair  "oasis  for  the  orderly 
marketing  of  potatoes  in  less  than  carlots;  the  sane  to  "be  delivered  at  regular 
periods  as  needed  to  the  retail  stores  of  the  purchaser. 

The  First  National  Stores  agree  to  a  policy  of  purchasing  potatoes  for 
their  New  Hampshire  retail  stores  and  such  other  stores  as  may  be  agreed  upon  from 
local  growers  who  are  marketing  through  Agricultural  Service. 

The  First  National  Stores  under talce  to  supply  its  stores  with  local 
potatoes  secured  through  Agricultural  Sei>vice  under  the  following  conditions,  to 
which  the  growers  assent: 

1.  The  purchaser  agrees  to  accept  and  Agricultural  Service 
to  supply  potatoes  to  meet  the  needs  of  inaividaal  stores  as  long  as 
supply  is  available. 

2.  Grade  -  U.  S.  No,  1  grade  to  be  the  basis  of  sale. 
Complaints  as  to  grade  must  reach  the  office  of  Agricultural  Service 
not  later  than  seven  days  after  delivery. 
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3.  Price  -  The  net  price  to  the  grower  for  U.  S.  No.  1  Green 
Llountain  potatoes  delivered  to  the  retail"  store  of  the  piirchaser  shall 
"be  top  Boston  'Jholesale  price  for  this  fxri6.c   as  quoted  in  the  Daily 
Price  Report  issued  hy  the  Bureau  of  Agricultural  Economics,  U.  S.  Dept. 
of  Agriculture,  Boston,  Llass.,  on  the  liOndii;^  of  the  week  of  delivery. 
By  top  quotation  is  ueant  that  for  general  jrxci   of  potatoes  on  the  market, 
as  for  illustration,  on  l.onday  quotation  of  ($-95  to  $1.00,  few  $1.10) 
the  $1.00  quotation  -r/ould  be  considered  as  the  sale  price  for  that  week. 
This  arrangement  as  to  price  to  apply  in  Zone  1  on  a  certain  map,  copies 
of  which  are  held  by  both  First  National  Stores  and  Agricultural  Service. 
Price  in  Zone  2  to  be  10  cents  per  cv/t.  below  this  price,  and  the  price 
in  Zone  3  to  be  20  cents  per  cwt.  below  the  Zone  1  price. 

U.  Agricijltural  Service,  Inc.,  agrees  to  have  one  or  more  of 
the  follo-.7ing  agencies  -  county  agent,  representative  of  the  State 
Bureau  of  Markets,  or  State  marketing  Extension  Specialist,  visit  the 
individual  grower  to  instruct  as  to  proper  method  of-  grading.   Should 
any  complaints  develop  as  to  grade  that  cannot  be  adjusted  satisfactorily 
between  the  parties  at  interest,  appeal  shall  be  made  to  the  State  Bureau 
of  Llarkets  whose  decision  as  to  grade  sliall  be  final. 

5-   In  case  of  growers  desiring  to  market  in  carlots,  the  above 
price  to  apply  except  that  shipper  is  to  pay  freight,  and  a  reasonable 
charge  for  unloading  (to  be  determined). 

6.  Potatoes  to  be  advertised  as  Nev/  Haupshire  grown  potatoes. 


uT,  Westcott!   Did  you  say  you  reached  fne  peat:  of  your  ousiness  about  1^3^'^ 

kr.  Flafis;:  About  193^5-   '    " 

kr.  "westcott;   Has  that  peak  come  down  any? 

I-ir.  Flag,^;   IThe  volume  varies  with  the  volume  of  the  crop  each  year. 

LIr.  yestcott:   Have  you  acquired  new  cooperative  members  in  the  last  three  or  four 
years? 

lilr.  Jlagg:   Yes,  we  have,   I<Iany  of  our  members  are  potato  growers  and  also  are 
dairy  farmers.   If  the  dairy  business  is  getting  along  well,  some  don't  raise 
potatoes.   tTe  lose  members  and  gain  ne'.v  members  due  to  that  one  factor.   But  there 
is  no  lessening  of  interest.   Last  year  the  membership  was  somewhat  belo\7  that  of 
193^  due  to  the  crop.  Tie   had  a  long  dry  spell. 

Mr.  ffestcott;   '(That  proportidn  of  the  potato  crop  goes  into  commercial  channels? 

Mr.  Plagg;   Very  small,  about  10  per  cent. 

Mr.  Tifestcott:   Your  volume  of  business  seems  to  have  become  stabilized. 

Mr.  Flagg:   We  service  a  certain  number  of  stores  in  iJew  Hampshire. 

Mr.  Harris;   Is  it  limited  to  a  definite  area  around  the  principal  cities?      • 

Mr.  Plagg;   lo  a  certain  number  of  stores  in  Ne-7  Hampshire,  and  quite  a  few  in 
northern  Massachusetts. 

Mr.  u'estcott:   Have  you  reached  the  saturation  point  as  far  as  the  growth  of  your 
organization  is  concerned? 

Mr.  Flagg;   T/e  have  hoped  for  some  other  outlet,  and,  if  so,  we  can  eicpand  and 
take  on  more  members. 

Mr.  Bowen;   We  have  had  to  turn  dovm  members.  A  great  many  factors  enter  into  this.' 
The  crop  has  been  mentioned.   Another  factor  is,  'the  trucking  business  is  poor. 
Some  will  put  their  crop  on  the  truck,  talce  it  to  town,  and  sell  it  for  whatever 
they  can  get.   It  is  not  graded.   They  market  potatoes  in  the  same  way.   The  trucker 
and  his  business  is  quite  a  factor  in  the  potato  business  in  New  Hampshire. 

Mr.  Davis;   I  am  much  interested  in  knowing  whether  the  cooperatives  are  using  long 
term  contracts  or  are  they  giving  members  more  freedon.   Can  members  withdraw 
easily  if  they  are  dissatisfied?   I  am  interested  in  that  from  the  standpoint  of 
the  egg  cooperatives,  and  from  the  standpoint  of  marketing  efficiency.   I  i70uld 
like  to  know  what  ivlr.  Scanlan  has  to  say  concerning  that  point. 

Mr.  Scanlan:   As  far  as  the  egg  auctions  are  concerned,  contracts  are  not  very 
practical.   One  of  the  reasons  producers  join  is  that  they  do  not  have  to  sign  a 
contract.   If  the  auction  uses  a  definite  contract,  it  is  made  as  fair  as  possible. 
As  far  as  the  purchasing  end  is  concerned,  we  don't  do  much  about  that.   If  a 
member -doesn't  want  to  be  loyal,  we  find  we  do  not  get  very  far  by  suing  him.   They 
might  act  differently  in  certain  areas.   But  that  is  the  way  the  auction  usually 
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J/Y/orks  at  the  present  tine. 

.:r.  Bov/en;   I  think  i.:r.  Davis  has  raised  an  interestuig  question.   I  don't  propose 
to  answer  it.  He  ought  to  ask  it  tomorrow  ^7hen  otner  representatives  of  the        ■ 
cooperatives  will  be  here,   rhere  are  uany  others  v/ho  will  be  interested.   Through-  I 
out  i..assachusetts  there  is  a  tendency  to  let  up  on  the  hard  and  fast  meubersaip      I 
contracts.   Some  cooperatives  now  are  undergoing  reorganization,  and  owe   larger 
organizations  are  letting  up  on  those  strict  relationships.  This  is  borne  out  by 
the  way  the  cooperatives  feel.  A  membership  contract  if  used  should  promote'  the 
cooperative. 

Mr.  Uunson;   I  received  the  thought  this  afternoon  that,  in  serving  its  aembers, 
a  cooperative  has  quite  a  few  responsibilities,  that  are  not  fully  realized  by  its 
officers,  directors  or  members-   Those  sane  responsibilities  have  been  stated  ever 
since  some  of  us  at  least  became  interested ' in  promoting  cooperatives.   I  believe, 
if  wc  examine  the  underlying  reason  for  this  lack  of  appreciation  of  responsibilities 
assumed,  that  so:ae  of  us  in  the  educational  field  can  feel  a  little  chagrined  that 
we  have  not  done  ouu  job  fully,  at  least,  ^e  may  have  done  something  towards  it, 
but  it  is  still  a  big  field  and  is  open  to  us.  .  .-  •. 

If  in  the  future  we  are  to  realize  the  advantages  of  cooperatives,  then 
•ive,  in  the  eaucational  field,  must  find  better  methods  of  teaching  what  experience 
has  shown  are  the  responsibilities  assumed  by  the  cooperatives.  A  number  of  years  ■ 
ago,  Ur.   Bell's  paper  would  have  been  considered  an  academic  one.   Today  it  points 
out  the  recognized  problems  very  strongly.   It  is  not  an  academic  paper.   It  is  .the 
result  of  his  observations  of  some  of  the  problems  he  runs  into.   If  I  may  emphasize 
the  point  already  mentioned,  the  educational  forces  must  put  more  energy  into  a 
better  program  than  they  have  in  order  to  bring  about  an  appreciation  of  these 
responsibilities  by  cooperative  management  and  leadership. 

Lir.  Harris;   That  is  what  we  are  trying  to  do  here  today.   The  only  thing  I  regret, 
is  that  there  ore   not  more  of  these  people  here  to  participate  in  the  discussio'n. 

Lar.  Westcott;  Mr.  Bell  raised  the  point  about  cooperatives  over- expanding. 

Iilr.  Scanlan;   We  recognize  that  as  a  com;non  problem  in  the  organization  of 
cooperatives.   i.iany  associations  have  started  with  small  beginnings  and  have  been 
successful  with  substauitial  increases  in  business.  Perhaps  one  of  the  reasons  is 
that  they  began  under  makeshift  conditions.   Then  they  put  up  fine  buildings  and 
bought  new  equipment.   I  happened  to  visit  a  New  York  organization  this  ■•inter 
where  a  fine  and  model  plant  has  been  constructed  recently.   This  question  was  put 
to  them:   "Will  the  eggs  be  handled  more  efficiently  in  the  new  building  than  th.ey 
were  in  the  old?"   It  is  costing ^rauch  more, 

luT.   Westcott;   Do  you  find  the  tendency  to  over-expand  is  common,  and  do  you 
recognize  it  as  a  problem  to  guard  against? 

Kt.    Scanlan:   Yes,  it  is  a  very  definite  problem,  and  one  which  'je  hp.ve  to  avoid,  in  ■ 
our  cooperative  \7ork.   The  first  thing  many  want  to  do  is  to  put  up  a  large  building. 
We  have  one  organization,  where  a  large  building  was  erected,  that  is  having  a  very 
hard  time.   One  other  association  heard  of  this  splendid  building  and  wanted  to  do 
the  same  thing.  We  have  written  them  a  letter  citing  this  exajapie  and  telling  them 
to  go  down  and  look  into  the  situation  for  themselves. 

In  many  cases  organiza,tions  have  started  in  under  makeshift  conditions, 
.  have  gradually  increased  their  volume,  and  have  acc-omulated  the  finances  needed  fpr 
the  acquisition  of  new  facilities.  But,' ,.  in  many  cases,  the  buildings  have  come 
first  and  the  volume  later,  if  the  market  developed.   Tiiis  is  a  very  definite  factor. 
Having  a  building  is  only  ono-half  the  story.   Obtaining  a  more  or  less  assured 


volume  is  necessary,  if  operations  are  to  "be  financed  soundly,  kany  associations 
are  getting  in  a  position  where  they  grade  their' purchases.   But  erecting  a  tuilding 
the  first  thing,  and  -then  hoping  that  the  business  will  come  up  to  expectations 
presents  a  very  definite  problem.  You  should  rent  buildings,  if  you  can,  for  the 
first  year  or  two,  and  prove  that  you  need  a  building.   There  is  also  the  danger  of 
too  much  capital  being  tied  up  in  facilities. 


/^  FR0DUCER-.DISTRI3UT0RS  COOPERATE  IH  HAI'iDi.INa  A  xuAilF:ETIMG  PROBLEiw 

Ernest  L.  Viewee,  President,  Tri-City  Dairymen' s  Cooperative  Association 
Pitchburg,  kassachusetts 


When  I  was  invited  to  come  to  Rhode  Island  to  discuss  our  little 
cooperative,  I  took  it  just  as  it  was  stated.   I  have  no  prepared  speecn,  just 
some  notes,  so  if  you  wish  to  interrupt  in  order  to  ask  any  questions  go  right 
ahead  as  I  may  forget  some  facts  and  speak  inconsistently. 

To  get  the  reason  for  this  cooperative  it  is  necessary  for  me  to  give 
you  a  picture  of  the  situation. 

Pitchbiirg,  a  city  of  Uo.OOO  is  situa.ted  between  two  cities  -  Leominster 
and  Gardner,  of  25,000  each.   These  cities  are  in  the  middle  of  a  good  milk 
producing  area.   This  area  can  furnish  an  adequate  supply  of  milk;  but,  as  in 
other  sections  when  the  cost  of  production  is  up  and  producers  want  high  prices, 
the  tendency  of  the  dealers  is  to  go  out  of  State  for  their  milk.   Consequently 
the  local  men  are  thrown  out  of  the  market. 

Some  of  these  producers  shipped  to  Boston,  and  are  still  shipping  milk 
to  distant  markets,  while  dealers  are  bringing  out-of-state  milk  in  to  meet  local 
requirements. 

Several  producers  began  retailing,  and,  as  producers  are  usually  farmers 
and  not  salesmen,  they  had  to  furnish  a  superior  product,  cut  price  or  do  both. 
luOst  of  them  cut  price,  thereby  causing  more  disturbance  in  the  market.   This  new 
disturbance  caused  dealers  to  go  farther  afield  for  their  milk  and  made  more 
producer  dealers.   When  the  compulsory  pasteurization  law  went  into  effect  last 
February  there  were  approximately  I30  producer-dealers  and  dealers  in  Pitchbiirg 
alone. 

The  State  Board  of  Health  was  pusning  compulsory  pasteurization  laws  and 
the  local  Boards  of  Health  passed  the  buck  to  the  State,   The  large  dealers  hoped 
compulsory  pasteurization  would  pass  and  that  it  would  force  the  small  producer- 
dealers  out  of  business.   The  market  was  in  a  turmoil. 

An  attempt  to  interest  the  pi'oducer-dealers  in  a  cooperative  was  made 
about  a  year  ago.   Our  i«Iilk  Inspector  called  a  meeting  at  which  about  80  producer- 
dealers  were  present.   Officials  from  the  Federal  Bank  for  Cooperatives  and  the 
Resettlement  Administration  presented  a  plan  for  a  straight  cooperative.   Tlais  was 
discarded.   Only  3  or  U  voted  to  appoint  a  committee  to  investigate  the  matter 
further,  so  it  was  dropped. 

Then  the  Fitchburg  Board  of  Health  passed  a  law,  which  required  that  all 
milk  sold  in  Fitchburg  after  the  first  of  February,  I'j^S,   must  be  pasteurized. 
The  producer- dealer  had  four  possible  answers  to  the  problem: 

1.  Soil  his  cows  and  go  out  of  production  which,  considering 
his  heavy  real  estate  investment,  seemed  unwise; 

2.  Stop  retailing,  sell  wholesale,  and  face  the  same  situation 
as  others  wholesaling  their  milk; 

3.  Put  in  his  own  pasteurizing  unit,  '.vhich  economically  seemed 
unsc^ond;  -^r, 


\.      Jorm  a  cooperative.  As  a  straight  cooperative  already  nad 
teen  refused,  the  plan  would  have  to  be  different. 

In  August,  ly37,  I  sent  eleven  invitations  to  eleven  individuals, 
(including  all  nationalities  and  sizes  of  routes),  for  a  meeting  at  my  place.   I 
had  prepared  a  rough  plan  and  presented  it  to  the  group.   The  essential  features 
of  the  plan  were: 

1.  ¥e  would  form  a  producer-dealer  cooperative; 

2.  Each  of  us  would  keep  his  own  individual  business  and 
we  woiild  continue  to  compete  with  each  other;  hut,  we  would  build  or 
rent  a  building  and  would  purchase  a  large  boiler,  a  large  bottle 
washer,  a  big  ice  machine,  a  big  bottle  filler,  and  several  small 
pasteurizers; 

3.  We  would  furnish  our  own  railk,  bottles,  cans,  caps, 
cases  and  case-trucks; 

U.  We  would  hire  a  manager  and  two  men;  and, 

5.  We  would  process  our  milk  separately,  would  put  each 
man's  milk  in  his  own  bottles,  and  each  man  would  keep  his  own 
individual  retail  business. 

At  this  meeting  we  discussed  the  plan  thoroughly.   We  met  again  a  week 
later,  at  which  time  it  was  decided  that  it  might  work.   Then  we  held  a  mass- 
meeting  of  producer-dealers.   About  Uo  expressed  their  desire  to  Join  the  plan. 

To  finance  this  enterprise,  it  was  decided  each  man  would  have  to 
purchase  one  $100  shaxe  for  every  50  quarts  of  milk  he  handled. 

Then  our  troubles  began. 

A  couple  of  large  dealers  made  a  farm  to'  farm  canvass,  stating  in  the 
first  place  that  this  plan  wouldn't  work,  that  pasteurizing  co-aid  not  be  done  for 
the  \\   cent  charge  we  proposed  to  make,  that  the  producer-dealer  would  lose  his 
money,  and  that  the  proposal  would  be  a  failure.   Therefore  at  the  next  meeting, 
when  the  committee  presented  By-Laws  and  Articles  of  Association  (for  which  I  now 
wish  publicly  to  thank  the  Extension  Service,  the  State  College,  the  Federal  people, 
the  Milk  Control  Board,  our  Hilk  Inspector,  and  Hr.  Hatherly  of  the  Creamery  Package 
Manufacturing  Company  for  their  invaluable  assistance  in  getting  things  going),,  we 
could  get  only  7  signers  on  the  Application  for  a  Charter.   The  other  thirty-odd 
had  swallowed  the  propaganda  and  dropped  out. 

After  we  got  our  Charter,  we  waited  until  late  fall,  at  which  time  I 
called  a  meeting  of  the  original  members  and  put  it  right  up  to  them.   "Would  we 
go  ahead  with  our  plans,  or  give  up  our  Charter  and  each  man  go  it  alone?"  It 
was  voted  unanimously  to  go  aiiead  and  we  raised  $3000  in  pledges  on  the  spot. 

Two  weeks  later  we  met  with  the  Federal  Bank  for  Cooperatives.  Gentlemen, 

we  were  certainly  surprised  at  the  little  help  we  could  expect  from  them.  If  we 

had  had  to  depend  on  the  Bank  for  a  loan,  v/ith  the  restrictive  "ifs,  ands  or  buts" 
included.  The  Tri-City  Cooperative  would  have  ended  right  there. 

But  we  found  a  local  banl:  with  a  lot,  suitable  for  our  purpose,  on  its 
hands  and  we  made  a  mutual  deal.  We  would  buy  the  lot  and  they  would  lend  us  the 
money  to  put  up  the  building. 
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'  '  When  we  opened  on  Fetruary  l,-  this  year,  we  had' approximately  160O  quarts 
going  througn  the  plant."  The  1^  cent  charge  for  pasteurizing  was  based  6n  a  volume 
of  2000  quarts  of  milk  per  day,  but  even  so  and  with  all  the  trials  incidental  to  a 
new  business  we  ended  the  first  four-';veek  period  in  the  black. 

I  would  like  to  say  here  that  we  have  a  public  accountant  ex^ine  our 
books  every  four  weeks.   We  hold  a  stockholders'  meeting  once  a  month,  at  which 
time  every  phase  of  the  business  is  open  for  discussion.   In  every  way  we  try  to 
let  the  individual  member  know  what"  is  happening  and  where  his'money  is  going.  We 
feel,  if  a  cooperative  is  to  succeed,  its  members  must  cooperate. 

We  have  what  we  think  is  a, -unique  set-up,  including  base  ratings,  the 
equalization  of  surplus,  and  a  pool  price.   I  will  state  that  our  surplus  milk  to 
date  has  ranged" from  4  Cents  to  "J-^   cents  per  quatt  with  an  average  of  6  cents  per 
quart . 

The  rating  6f  a  producer-dealer  is  the  quantity  of  milk  he  tat^es  out 
provided  he  doesn't  take  out  more  than  he  briiigs  in.  '  If  he'  takes  out  more  than  he 
brings  in,  his  rating  is  the  quantity  he  brings  in.   The  rating  allotted  to  the 
straight  producer  is  his "proportional  share  of  the  plant's  requirements  for  its 
regular  sales;  all  milk  over  the  producer's  rating  is  pooled.   The  pool  price  is 
posted  on  the  blackboard  every  day.  '       . 

As  a  producer' s  milk  is  brought  in,  it  is  weighed,  put  into  a  separate 
pasteurizer,  pasteurized,  cooled,  bottled  in  his  own  bottles,  placed  in  his  own 
cases,  and  put  on  his  o-.7n  truck  in  the  cold  roomumtil  called  for.   The  cons"amer 
receives  the  milk  produced. on  the  farm  of  his  own  milkman. 

If  the  producer  is  flush,  the  plant  is  expected  to  take  care  of  the 
surplus;  if  he  is  short,  the  plant  is  expected 'to  furnish  him  with  his  requirements, 
either  frOLi  aji  outside  source  or  from  one  of  the  other  members. 

All  rated  milk  is  paid  for  at  7^"  cents  per  quart.   It  is  sold  to  producer- 
dealers  at  Sh   cents  per  quart.   That  part  of  the  surplus,  -..'hich  is  sold  as  milk,  is 
figared  on  the  7'a  cents  per  quart  basis.   'The  .part  which  is  separated  for  cream  is 
based  on  the  wholesale  price  of  creaTi,  'which  at  the  present  time  is  5^^  cents  per 
quart,  plus  the  value '6 f  the  skim  milk  at  one  cent  per  quart,  and  less  $6.00  per 
jog  for  the  plant.       •     " 

This  scheme  is  working  out  well.  With  our  surplus  milk  bringing  nearly 
the  same  or  more  than  the  composite  price  for  sales  to  dealers,  we  have  had  to 
refuse  several  new  members.   Our  books  .are  closed  to  straight  producers  until  such 
time  as  we  have  taken  -care  of  our  members.   If  the  present  trend  continues,  this 
will  be  soon,  as  our  business  in  the  last  5  months  of  operation  has  increased  50 
per  cent. 

In  my  opinion,  &  cooperative  to  be  successful  must  have  the  full  support 
of  its  members.  The  plan  must  sell  itself,  because,  if  high-pressure  salesmanship 
is  used,  the  members  will  expect  too  much  and  trouble  will  ensue- 

We  have  let  our  plan  sell  itself.   If  it  fails  tuen  no  member  will  have 
any  regrets,  because  each  share  sold  was  asked  for  by  the  purchaser. 


DISa^SSIOH 
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Qjiestion:   How  many  memiers  do  you  have  now? 

'Is.   Viewer;   We  have  23  producer-dealers  ajid  we  have  6  straight  producers  from 
whom  we  tuj'-  milk. 

aaestion;   What  is  the  population  of  Fitchburg?  . 

l.r.  Viewer-;  About  1K),OCO. 

ftaestion:   What  happened  to  the  other  producer-dealers; 

:.lr.  Vieweg;  A  big  dealer  made  a  farm  to  far:a  canvass  around  Jitchburg  offering 
to  go  to  the  farms  and  get  the  milk,  take  it  down  to  the  pasteurizing  plant  and 
bring  it  back  all  bottled,  for  S.cents-  Another  dealer  offered  to  do  it  for  \\ 
cents.  A  number  of  producers  have  douDled-up  and  purchased  their  own  pasteurizing, 
plant  aJid  equipment. 

The  pasteurizing  of  milk  is  compulsory  in  i,*assachusetts.   It  is  s-'orprising' 
how  the  retail  sales  of  milk  have  dropped  since  compulsory  pasteurization  went  into ■ 
effect.   In  other  words,  people  do  not  put  as  much  stress  on  getting  their  milk 
directly  from  the  producer.   Th.ey  would  just  as  soon  b-oy  it  from  a  store. 
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7^    STATUS  OF  FEDSHAL  LIILK  ORDSRS  AKD  THEIR  RELATION  TO  DAIRY  COOFERATIVES 

E.  W.  iaumnitz,  Chief  Dairy  Section,  Agricultural  Adjustment  Adninistration 

Washington,  D.  C 


In  attempting  to  discuss  a  subject  such  as  has  been  assigned  to  me  today, 
it  appears  desirable  to  begin  with  a  brief  review  of  the  developments  leading  to 
the  enactment  of  the  Agricultural  .Marketing  Agreement  Act  of  1^37,  under  which 
orders  regulating  the  handling  of  milk  are  now  being  issued.   Tlie  provisions  now 
contained  in  that  act  had  their  genesis  in  the  marketing  agreement  and  license 
provisions  of  the  Agricultural  Adjustment  Act,  first  enacted  on  Llay  12,  1933* 

These  provisions  were  an  outgrowth  of  the  voluntary  efforts:  of  producers 
to  solve  their  problems  through  cooperative  organizs.tion  and  of  the  marketing 
processes  that  they  had  developed  for  a  number  of  years.   The  conditions  which  led 
to  the  enactment  of  the  original  Agricultural  Adjustment  Act  are  undoubtedly 
familiar  to  you.   S\affice  it  to  say  that  the  serious  decline  in  consumer  incomes 
that  occurred  d-uring  the  depression,  the  continued  heavy  production  of  agricultural 
commodities,  and  the  loss  of  foreign  markets  all  resulted  in  a  drastic  recession 
in  the  prices  received  by  producers  relative  to  the  prices  that  farmers  paid  for 
commodities  they  purchased. 

Under  the  act  of  1^33,  Federal  activity  in  milK  markets  centered  around 
the  issuance  of  marketing  agreements  and  licenses.   With  respect  to  manufactured 
products,  am  agreement  and  license  for  evaporated  milk,  and  an  agreement  for  dry 
skim  milk  were  issued.   The  fluid  milk  agreements  and  licenses  issued  in  1933 
provided,  in  general,  for: 

1.  The  classification  of  milk  according  to  the  use  made  of 
it  by  handlers; 

2.  The  fi::ing  of  prices  which  handlers  were  required  to  pay 
for  milk  sold  in  each  class; 

3.  Some  system  of  pooling  returns  to  producers,  and, 
U.   The  fixing  of  all  resale  prices. 

Under  the  program  in  1^33,  some  I3  marketing  agreeuents  ano.  licenses  were  issued. 

These  agreements  and  licenses  had  hardly  been  issued,  however,  before 
serious  administrative  problems  were  encountered,  particularly  witu  reference  to 
the  enforcement  of  resale  prices.   These  difficulties  were  one  of  the  factors 
leading  to  the  cancellation  of  the  existing  Liarketing  agreements  and  licenses  early 
in  l[}^h.      In  place  of  these  agreements  and  licenses,  licenses  without  agreements 
were  instituted.   In  these  licenses  resale  price  schedules  were  eliminated  except 
in  a  fev;  cases  \7here  low  minimum  resale  prices  '/ere  established.   Later  on  even 
these  low  ninimain  resale-price  provisions  were  eliminated.  Under  this  modified 
program  about  52  licenses  were  issued,  of  which  ik   arc  still  in  effect. 

With  the  operation  of  these  licenses,  however,  it  became  apparent  that 
the  powers  of  the  Secretary  of  Agriculture  to  issue  licenses  needed  to  be  more 
clearly  stated  than  they  were  at  that  time  in  the  Agricultural  Adjustment  Act. 
The  decision  of  the  Supreme  Court  in  the  NRA  case  further  indicated  the  need  for 
a  more  specific  mandate  from  Congress  with  regard  to  the  control  over  marketing 
processes.  Accordingly,  the  act  was  amended  in  this  .and  certain  other  respects  in 


/  y  J  ^ 

the  swiper  of  I935  and  was  approved- "by  the_  Pre_sideiit.  on  August  2k,    1^35-.  These 
amendments,  eliminated  the  original  license"  provisions  and  substituted  for  .them  the 
order  provisions.   The  order,  provisions  have  been ,  retained  in  the  Agricultiiral 
MarketW  Agreement- Act,  of  15.37...ina  soue^^^at  modified  form..--  .  •  ,_  . 

With  respect  to  □ilk,  .  orders  may^be"  issuec^  containing  specif. ic,  terms.  . 
They  may  provide,  among  other  things,  for  the  classification  of  milk  according  to 
.the  use  for  which  it.  is  sold  by  distributors;  for  the  payment,  by  .distributors  of 
specified  prices, '  or' o.f  prices.,  determined,  by  specif  ied  formulas  for  milk  sold  in 
each  use;  .  an.d,  f  qr.. prorating  among'prpducers  ,  the  proceeds  from- sales _  of  milk  to. 
distributors  through  .the.. estab.l,ishm.ent  of  a, market-wide. pool  .or  of  an  individuals 
.distributor  poo.l.   Base- rating 'plans,  may' be  .'used,  in  conjunction  with. either  type 
of  pool.  '     •;...",.,;■•  ^   .,;  .     ■■■,-■-■•    ■■*  ■     ■  ■ 

'  .The  invalidation  by  'the- Supreme  .Court  of  the.  production-'adjustment  .and 
processing-tax  features  of 'the  act  resulted  .in  a  challqni.,e  of  the  aarket.ing-control 
provisions  on  the  grouna  that  the  whole  act  fell  with, the  decision  _of /the  Siaprem? 
Court.   In  order  to  remove  this  contention,  Congress  reenacted.  the  marketing  .agree- 
ment and  order  provisions  in  the  Agricultural  Llarketing  Agreement  Act  of  1937>  and 
added  some  amendments  to  thes<3  provisions.  This  is  the  act  under  which,  as  you 
know,  we  are  now  operating.  At  .the  present  time  23  "-larkets  are  being  regulated.. 
In  o  of  them  orders  are  in  operation;  in  lU,  licenses  are  in  op.feration.  .Two  are 
operating  under  agreements,  and  : in  one  market  b.oth  an.  order.and  an  agreement  are  in 
effect.     .       ■'.".    ,..,,-..:-;.   .;..  ,.:.',-;  ■:■....-.:.      ... '  ■.   :■■:-■■:.:=  -^ 

The  administration  of  the  marketing  -Gontro-l,  provisions  has  presented:  a 
"number  of  problems.   Perhaps  the  most  serious  problem  has  been  that  of  enforcement. 
Under  the  original  Agricultural  Adjustment  Act  .the  .milk,  licenseis.  were  challenged  in 
a  nuinber  of  markets.  ,.:•.. 

With  the  amendment  of  the  act  in  i,33i  our,  efforts  towards  enforcement 
were  taostly  concentrated  in  the  Boston  market.  .  This  ha.s-.  continued  to  lie  the  case 
under  the  present  act.   Ord.er  .No.'.U,  originally  instituted  in  that  market  in 
February  I936,  was  suspended  afte'r  an  adverse  decision  of  the- District.  Court  for 
Llassachusetts.   It  \7as  reinstated  and  ajnended  in  July   and  August,  1937>  following 
a  favorable  decision  of  the  Circu,it  Court  of  Appeals  and  the  passage  of;  the  present 
act.  ■    ■   /  ,     "■ .  -  ......_ 

"Violations  of  the  9rde.r;.have  continueu,  however.  Sharing  the  first  week 
of  October  petitions  were,  filed-  in' the  .District  Court,  in  Boston  against -.  some  3I  ' 
handlers;   One  of  the  defendant  handlers  raised. the  question. of -the  constitutionali- 
ty 'of  the  act,  and  a  hearing  was  held  before. a  special  three- judge  court.   The 
effect  of  the  decision  of  this  court  was  to  clear  the  way  for  a  ruling  by  Federal 
District  Judge  Sweeney,  which  he  handed. down  in  favor  of.  tho  Government  on  November 
30.   From  that  decree,  however,  appeal  was  taken  by  tne  defendant  handlers  to  the 
Circuit  Court.  '  ■   ,   .  - 

-•  In  the  meantime,  however,  these  defendaiits.  sought  a-stay-.of  the  order   ■ 
before  one  of  the  judges  of  the  Circuit  Court  of  Appeals.  .Their  -petition  was 
granted  in  certain  particulars,  the  chief  effect  of  wnich  is  to  require  equalization 
payments  to  be  made  to  the  court,  rather  than  to.  the- market  -adniinistrator.  Argument 
now  has  been  heard  by  the' Circuit  Court  and  a  decision  on  the  appeal  is  being 
awaited.-  Hearings  oh  the  petition, for  a  permaiient  ,inj.unction  have  been -completed 
before  a  master  .of  the  District  Court.  ... 

¥nat  has  been  said  above  describes  the  status  of  our  work  at  present,  '  ■ 
Let  us  proceed  now  with  a  discussion  of  the  relationship  of  the  regulatory  program 
to  producers*  cooperative.s.  Perhaps  the-best  approach  might  be^  to- co-mpare  the 
objectives  of  the  cooperatives  with  the  policy  of  Congress  as  stated  in  the  Agri- 
cultural Llarketing  Agreement  Act  of  I937.   That  policy  is  "to  establish  and  maintain 


such  orderly  narketing  conditions  as  will  establish  prices  to  farmers"  at 

the  parity  price  level.   Farther,  if  the  parity  price  is  found  to  be  unreasonable 
in  view  of  local  su^Dplies  of  feeds  and  in  view  of  factors  affecting  the  demand  for 
and  the  supply  of  nilk  in  the  marketing  area  \inder  consideration,  such  prices  may 
be  fixed  aV  will  reflect  these  conditions,  will  insure  a  sufficient  supply  of  pure 
and  wholesome  milk  and  will  be  in  the  public  interest. 

How  does  this  compare  with  the  objectives  of  cooperatives?   The  primary 
objective  of  milk  cooperatives  is  to  increp.se  returns  to  producers  through  an 
improvement  in  their  bargaining  position  aaid  to  establish  orderly  marketing 
conditions  for  the  product  of  their  producer-members-  Prior  to  the  organization 
of  cooperatives,  many  persons  interested  in  the  welfare  of  milk  prooacers  believed 
that  these  producers,  when  selling  their  commodity,  were  in  a  weak  bargaining 
position,  and  that  because  of  this  they  were  unable  to  secure  fair  returns.  This 
belief  appai*ently  arose  because  of  the  fact  that  many  lines  of  agricultural 
processing  and  marketing  were  gradually  becoming  concentrated  in  the  hands  of  a 
few  large  firrag.   It  was  presumed  that  these  firms  controlled  the  prices  that 
farmers  received  for  their  products. 

There  are,  of  course,  other  purposes  for  v/hicn  cooperatives  have  been 
organized.   These  arose  from  practices  whicxi  existed  a'c   the  time  the  cooperatives 
first  were  being  formed.   The  most  important  of  these  relates  to  security  of  market 
outlet.   Under  the  old  system,  producers  frequently  found  themselves  cut  off  from 
the  market  during  the  flush  production  season  and  consequently  were  faced  with  the 
problem  of  finding  a  buyer,  often  with  little  success.   The  cooperatives  have 
overcome  this  difficulty  by  contracting  to  sell  all  of  the  milk  of  member  producers. 

The  problem  of  selling  his  milk  thus  was  transferred  from  the  producer, 
who  in  many  cases  was  poorly  equipped  to  do  so,  to  the  cooperative  with  its 
facilities  for  effective  bargaining.  Another  purpose  for  which  cooperatives  were 
organized  relates  to  weighing,  testing,  and  the  security  of  payment  for  milk. 
Cooperatives  have  attempted  to  correct  conditions  in  tais  respect  by  check  weigiiing 
and  testing  and  by  guaranteeing  payment  for  milk,  or  at  least  satisfying  themselves 
as  to  the  financial  status  of  distributors. 

Not  only  do  similarities  between  the  fundamental  objectives  of  cooperative 
and  the  objectives  stated  in  the  Agricultural  ilarketing  A^^reement  Act  of  1937  exist, 
but  there  are  also  limitations  upon  the  extent  to  which  these  objectives  may  be 
achieved  in  each  case.   Under  the  act,  parity  prices  are  to  oe  brought  about  "by 
gradual  correction  of  the  cvirrent  level  at  as  rapid  a  rate  as  the  Secretary  of 
Agriculture  deems  to  be  in  the  public  interest  and  feasible  in  view  of  the  current 
consumptive  demand  in  domestic  and  foreign  markets." 

In  the  case  of  cooperatives,  on  the  other  hand,  the  Capper- Vol  stead  Act, 
which  was  passed  by  Congress  some  years  ago,  provides  that  cooperatives  may  not 
unduly  enhance  prices.   While  the  limitation  as  to  price  raising  action  by 
cooperatives  is  not  as  definitely  stated  as  in  the  Agr i cal tural  Larketing  Agreement 
Act,  it  is  nevertheless  interesting  to  note  that  a  limitation  actually  exists  in 
the  Capper- Vol stead  Act. 

Another  limitation  relates  to  the  degree  of  control  of  the  supply  of  milk 
in  any  mairket .  Under  the  act,  the  Federal  Government  is  empowered  to  regulate  only 
such  handling  of  milk  as  is  in  interstate  commerce,  or  directly  burdens  or  affects 
interstate  commerce.   This  provision  is  subjoct,  oi'  course,  to  judicial  reviev/,  and 
it  may  be  found  thtt  in  uiany  markets  a  lar^^e  volume  of  milk  would  be  exempt  from 
Federal  regulation. 

Similarly,  in  tne  case  of  cooperatives  the' control  of  the  entire  supoly 
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of  milk  in  a  market  is  rarely,  if  ever,  achieved.   There  is  always  a  fairly  large 
group,  often  in  the  minority  but  nevertheless  of  significance,  which  does  not  sell 
its  milk  through  the  cooperative.   This  frequently  hampers  the  program  of  the 
cooperative.   It  is  seen  then  that  the  limitations  to  the  achievement  of  the 
objectives  of  cooperatives  and  the  policy  of  the  Agricultural  Adjustment  Admini- 
stration are  very  much  the  same  so  far  as  the  practical  aspects  of  marketing  are 
concerned,  even  though  the  origin  of  these  limitations  is  different. 

It  is  in  the  marketing  methods  to  be  used  in  the  achievement  of  the 
stated  objectives  that  the  programs  of  cooperatives  and  of  the  Agricultural 
Adjustment  Administration  are  closest  in  harmony.   The  classified  price  plan  of 
selling  milk  to  producers,  included  as  one  of  the  terms  of  the  orders  issued  under 
the  Agricultural  Llarketing  Agreement  Act  of  1937  was  originally ' developed  and  used 
by  cooperatives. 

Cooperatives  also  developed  the  individual-handler  pool  and  the  market- 
wide  pool  as  methods  of  prorating  to  producers  the  proceeds  of  sales  to  handlers. 
Orders  issued  under  the  act  provide  for  one  of  these  types  of  pools.   The  base- 
rating  plan  was  developed  by  cooperatives  ana  is  used  in  some  markets  under  Federal 
regulation.   Considering  these  facts,  it  should  be  apparent  that  the  regulatory 
program  is  an  effort  by  the  Federal  Government  to  apply  to  interstate  markets  the 
methods  developed  by  cooperatives  where  such  markets  request  a  Federal  program. 

The  regulatory  program  is  related  to  cooperatives  in  yet  another  way. 
Not  only  are  cooperatives  recognized  in  the  act,  but  the^;-  are  given  definite 
prerogatives.   Before  an  order  can  become  effective,  two-thirds  of  the  producers 
must  approve  that  order.   In  voting  on  an  order,  the  cooperatives  vote  on  behalf  of 
their  members • 

Having  been  given  these  prerogatives  they  must,  of  course,  assume  corre- 
sponding responsibilities.   Terms  sought  to  be  included  in  the  orders  must  be 
feasible  and  sound.  Prices  must  be  in  line  \7ith  prevailing  supply  and  demand 
conditions.   In  general,  the  attitude  must  be  one  of  cooperation  in  the  common  end 
of  securing  more  stable  marketing  conditions. 

The  question  has  sometimes  been  raised  as  to  whether  Federal  regulation 
of  milk  marketing  will  tend  to  weaken  the  fluid  milk  cooperatives.   The  great 
similarity  between  the  objectives  and  methods  of  the  Agricultural  Adjustment 
Administration  and  the  cooperatives  may  lead  to  the  view  that  the  functions  of 
cooperatives  would  tend  to  diminish  under  the  Federal  program. 

In  considering  this  question,  it  should  be  recognized  that  the  Federal 
Government  does  not  -undertake  to  perform  the  functions  of  cooperatives  but  rather 
to  supplement  the  work  of  the  cooperatives  in  the  performance  of  that  function. 
Some  functions  of  cooperatives  remain  entirely  unaffected .by  Federal  regulation. 
The  services  rendered  producer  members  by  the  cooperative,  other  than  the  negoti- 
ating of  prices  "dth  distributors,  are  not  attempted  by  the  Government.   The 
cooperative  still  has  the  problem  of  selling  the  milk  of  its  members  under  the 
fixed  prices.   It  also  has  the  problems  of  checking  the  weights  and  tests  of 
members'  milk  and  of  guaranteeing  the  member  a  market  outlet 

It  might  be  desirable  to  make  two  or  three  observations,  not  as  conclusions 
but  rather  as  suggestions  for  further  thought  and  discussion..  These  are  not 
necessarily  ray  own  thoughts. 

It  has  been  observed  by  some  people  that  the  non-handling  type  of 
cooperative  as  such  does  not  long  continue  on  a  steady  or  non-changing  basis.   It 
either  develops  into  a  handling  orgajiization,  or  exists  by  the  grace  of  the  dealers. 


Several  persons  have  expressed  the  thought  that  the  bargaining  cooperative,  over  a 
period,  cannot  hold  its  position  as  such.   It  either  begins  to  handle  milk,  or  it 
becomes  subject  to  influences  other  than  those  of  the  producers.   The  conclusion 
would  be  that  under  governmental  regulation  the  non-handling  type  of  cooperative 
probabl5'-  will  develop  and  live.   Tnere  is  a  :^estion  as  to  whether  it  can  live  as 
such  without  some  such  outside  support. 

»7e  talk"  rather  glibly  of  producer-cooperative  organizations.   This  brings 
up  the  question  of  definition  of  terms,  with  reference  to  the  Llarketing  Act  of  1^37» 
and  raises  a  number  of  questions.   Jor  example,.  "Can  a  cooperative  be  considered  a 
bona  fide  producer-cooperative  for  voting  purposes  without  tangible  evidence  of  the 
control  of  milk  either  througii  a  contract  or  through  actual  handling?"  Under  some 
state  acts  cooperatives  are  assumed  to  have  control  of  milk  and  therefore  the 
answer  has  been  that  the  control  really  rests  in  the  cooperative,  since  the  producer 
has  given  to  the  organization  the  power  to  sell  his  milk. 

If  that  is  the  theory,'  there  is  no  question  about  the  cooperative  being 
in  a  position  to  voice  the  sentiments  of  producers  and  to  control  the  milk.   The 
question  is,  "TOiat  is  the  tangible  evidence  of  controls" 

Can  a  cooperative  be  considered  as  representative,  if  it  sells  to  only 
one  dealer,  particularly  if  the  organization  is  established  to  sell  to  only  one 
dealer?  As  a  side  issue,  it  just  occurs  to  me  that  we  have  had  the  development  of 
a  cooperative  organization  of  labor  during  the  last  I5  years.  .  Apparently  it  has 
not  been  found  necessary  to  extend  negotiations  further  than  to  a  given  purchaser. 

Another  point  which  has  been  raised'  is  the  question  of  expense.  Under  . 
most  Federal  milk  programs  the  expense  of  regulation,  as  far  as  the  direct  activity^ 
in  the  market  is  concerned,  is  covered  entirely  by  deductions.   The  expense  in 
particular  carketr.  has  been  running  from  2  to  5  cents  per  100  pounds,  depending  on 
the  size  of  the  market  and  the  type  of  the  pool.   In  some  cases  the  amount  runs 
higher. 

This  has  raised  the  question  in  the  minds  of  soue  people,  as  to  whetiier 
the  whole  question  of  expense  sho-uld  not  receive  a  little  more  consideration.  As 
a  side  issue  on  that  point,  it  has  been  found  desirable  under  the  Soil  Conservation 
and  AAA  programs  involving  cooperative  control,  to  develop  a  county  committee,  a 
comm\inity  committee  and  in  marketing  localities  a  so-called  program  planning 
committee.  A  cooperative  set-up  for  handling  that  type  of  activity  has  been 
developed,  even  though  we  have  in  part  a  regulatory  type  of  program  involved, 

Regu3.atory  bodies  in  the  United  States,  thus  far  at  least,  have  not 
attempted  certain  functions.   These  have  been  performed  by  the  cooperatives.   There 
seems  no  reason  to  thinlc  they  must  be  undertaken  by  any  governmental  agency.   There 
is  also  some  evidence,  though  quite  fragmentary  and  inconclusive,  to  indicate  that 
regulation  is  more  successful  with  a  rather  strongly  orga-iizcd  local  producer  group, 
Instead  of  regulation  naving  the  effect  of  taking  over  the  functions,  or  of  en- 
deavoring to  do  away  with  the  cooperative,  the  program  seems  to  have  resulted  in 
assisting  the  development  of  the  cooperative,   '^e  are  inclined  to  think  that  the 
prograu  has  a  much  greater  chance  of  success  v^ere  .there  is  a  good  strong  coopera- 
tive. Probably  the  effect  of  governmental  regulation  is  to  help  rather  than  to 
discourage  cooperatives  with  their  planst 

Speaking  generally,  our  experience  has  been  that  cooperatives  operating 
in  iaarkets  under  Pederal  riigulation  have  not  suffered  any 'disadvantage.   Cn  the 
whole,  membership  in  these  cooperatives  appears  to  have  increased,  or  at  least  to 
have  been  maintained.  Also',  it  should  be  remembered  that  the  Agricultural  Adjust- 
ment Administration  does"  not  enter  into  any  market  except  at  the  express  wish  of 
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producers  and  their  representatives.   Finally,  the  work' of  the  cooperatives  appears 
essential  to  the  success  of  the  Federal  prograas,  and  with  the  continued  cooperation 
of  these  producer  organizations  we  should  "be  aole  to  advance  towards  our  comiaon 
objectives. 
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CUimEI^'T  FR03L]£...S  0?  JAI.IY  COCPERATIVES 

E-  H.  Jones,  CcJmiaiasioner  of  AsricixLture 
State  Capitol,  ..lOutpelier,  Vermont 


It  "7as  with  sODG  reluctance  that  I  accepted  the  assignment  of  this 
subject.   I  have  never  visited  Deniaark  or  the  other  European  countries  in  which  the 
cooperative  aoveiaent  is  most  highly  developed  and  I  have  never  studied  the  subject 
frou  an  academic  standpoint.   However,  I  have  had  opportunities  to  observe  at  close 
range  the  operation  of  cooperative  dairy  associations  in  the  Loston  milkshed  a:nd 
the  conclusions  thus  reached  will  forij  the  basis  of  this  discussion.   In  the 
preparation  of  this  paper  I  do  not  claiu  to  have  had  saiy   inspiration,  but  I  do 
have  a  sincere  aspiration  to  contribute  sorae  helpful  tnou^-hts  on  this  perplexin£^ 
subject.   If  I  succeed  I  shall  be  gratified. 

In  earlier  days  it  was  said  often  that  a  cooperative  had  no  legitimate 
right  of  existence  unless  it  could  make  a  saving  to  its  members  either  in  terms  of 
finance  or  service.   In  other  words,  the  flow  of  con:,iodities  through  the  regalar 
propriet£iry  channels  of  trade  had  the  right  of  wa^'. 

Cooperatives,  therefore,  were  formed  for  the  simple  reason  that  dealers' 
profits  were  believed  to  be  excessive.   The  result  was  that  the  operation  of  a  well 
managed  community  cooperative,  either  buying  or  selling,  invariably  caused  prices 
to  drop  to  a  normal  level.   Cooperatives,  then,  did  police  duty  with  respect  to 
prices  and  they  still  do,  though  it  is  a  function  for  which  they  receive  very  little 
credit.   If  anyone  disagrees,  let  him  picture  the  Boston  or  the  Hew  York  milksheds 
with  all  cooperatives  eliminated  therefrom. 

A  majority  of  the  farm  leaders  throughout  the  northern  and  eastern  states 
appears  to  be  convinced  that  there  is  no  greater  incentive  to  agricultural  progress 
than  the  sound  development  of  cooperatives.   Individual  members  of  Congress  and 
some  state  legislatures  concur  in  this  opinion.   Conservative  Vermont,  perhaps,  has 
taJcen  the  lead  in  placing  a  law  upon  its  statute  books  imposing  a  severe  penalty 
for  discriminatory  meddling  with  the  affairs  of  a  cooperative. 

Our  Governor  Aiken  loses  no  opportunity  to  express  his  approval  of 
cooperative  effort  and  his  confidence  in  its  influence  for  the  betterment  of 
agriculture.   T/ita  all  this  array  of  support,  both  moral  and  legal,  we  pause  to 
ask  ourselves  why  some  cooperatives  find  so  many  ob:;.tacles  in  their  way  to  success 
and  what  we  shall  do  to  eliminate  these  obstacles.   Vermont  now  has  I7  cooperative 
dairy  organizations,  operating  48  plants,  not  including  the  Dairymen's  Lesigue. 
Liost  of  them  have  been  in  business  for  a  long  time,  2u  to  25  years,  but  during  that 
period  the  situation  has  become  greatly  altered.   The  changes  in  marketing  conditions 
which  have  occurred  have  brought  the  problems  and  difficulties  wnich  are  now  under 
consideration. 

All  authorities  on  the  subject  appear  to  agree  that  the  primary  objective 
of  a  cooperative  is  higher  returns  to  its  members.  Proceeding  upon  that  premise, 
let  us  attempt  to  find  out  why  the  present  day  complexities  cause  so  many  headaches. 

A  cooperative  is  not  confronted  with  the  tasx  of  accumulating  profits 
from  its  business.   In  general  terms  all  receipts  over  and  above  the  cost  of 
operation  are  returned  to  its  producers  in  the  form  of  price.   If  it  has  difficulty 
in  competing  -.Tith  proprietary  companies,  whoso  chief  objectives  are  profit  making 
an,d  the  payment  of  dividends  to  stockholders,  wherein  does  the  trouble  lie? 

In  some  cases  a  small  volijune  of  business,  resulting  in  high  overhead,  has 
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prevented  the  payment  of  satisfactory  prices  to  producers  and  has  "been  a  serious 
handicap  in  meeting  the  competition  of  neighboring  propritary  plants.  But  In 
attempting  to  overcome  this  difficulty  the  natter  r.omctimes  has  been  .overdone.   In 
my  hmible  opinion,  many,  cooperative  managers  nave  been  so  eager  to  take  on  new 
producers,,  at  .any  and  all  times  and  without- regard  to  the  future,  that,  ;,vhen  the 
flush  period  arrived,  1iiey  found  themselves  loaded  with  surplus  to  an  extent  which 
tended"  to  counter-balance  the  finaiicial  gain  which  had  accrued  frou  the  increased 
volume  of  business. 

It  has  been  observed  that  proprietary  companies,  when  their  supply  is 
adequate  to  cover. their  Class  I  sales  and  when  they  cannot  handle  surplus  at  a 
profit,  sometimes  refuse  to  take  on  additional  producers.   But  cooperatives  always 
seen  to  be  bidding  for  more  milk.   It  is  an  indisputaole  fact  that  cooperatives 
carx-y  more  tnan  their  share  of  the  surplus.  Records  on  file  in  the  Vermont 
Department  of  Agriculture  show  that  during  the  years  1932.  1^135  and  I93&  cooperative 
associations  in  Verraont  carried  approximately  I5  per  cent  more  surplus  than  proprie- 
tary companies. 

In  the  absence  of  federal  price  control,  and  the  equitable  effect  of  the 
equalization  feature  of  the  Boston  Agreement  and  Order,  this  surplus  was  a  heavy 
burden  for  the  cooperatives  to  carry.   If  the  government  is  the  loser  in  the  present 
litigation  and  the  lid  blows  off,  which  G-od  forbid,  it  seems  imperative  that 
cooperatives  insist  upon  more  uniform  production  and  use  all  means  at  their  disposal 
to  avoid  excessive  surplus.   Since  good  volume  of  business,  with  the  station 
allowance  which  accompanies  it,  is  so  necessary  to  financial  success  and,  on  the 
other  hand,  surplus  is  the  millstone  whiph  constantly  is  dragging  down  the  price  to 
producers,  how  shall  the  matter  be  adjusted  and  the  proper  balance  struck? 

for  a  cooperative  having  only  a  small  amount  of  Class  I  sales  deliberately 
to  reduce  the  volume  of  milk  received  to  a  point  sufficient  to  cover  those  sales 
obviously  would  be  poor  business  practice.   Therefore,  the  altenaative  procedure  is 
to  increase  sales  to  volume  -  a  task  much  easier  saia  than  done.  Agt'-in  viewing 
the  situation  in  the  Boston  market,  as  it  would  be  if  the  steadying  influence  of 
the  Federal  order  were  removed,  each  of  the  cooperatives  which  does  not  have  its 
share  of  the  Class  I  sales  must  get  such  a  share.   It  is  imperative  to  success  in 
a  competitive  market. 

There  are  to  my  knowledge  only  two  effective  ways  of  getting  Class  I 
sales  in  an  uncontrolled  market,  buying  them  with  real  money  ana  stealing  them  with 
cut  prices.   The  first  is  painful  because  it  is  so  expensive-   The  second  is 
unethical  and  the  progenitor  of  chaotic  market  conditions  as  v/ell  as  antagonism 
and  ill  will  among  competitors.   Ko  greater  aifficulties  and  no  problems  more 
complex  have  ever  assailed  cooperatives  than  instability  of  prices  and  confused 
and  disrupted  markets. 

"(Thile  the  relief  afforded  oy   the  present  federal  agreement  has  not  been 
all  that  was  hoped,  it  has  been  of  much  benefit  to  most  cooperatives.   In  case  the 
court  decisions,  relative  to  the  i'ederal  order,  are  adverse  anc.  the  lid  to  the 
market  does  blow  off,  many  cooperatives  will  find  themselves  up  to  their  necks  in 
difficulties  just  as  surely  as  it  is  that  God  made  little  apples- 

Therefore,  it  seems  to  me  that  the  most  important  problem  confronting 
those  cooperatives,  which  oxe   now  so  dependent  for  their  share  of  Class  I  sales  on 
the  market  pool  under  the  Federal  order,  is  the  development  of  more  stable  marketing 
outlets  for  fluid  milk.   During  the  first  half  of  1937  their  disadvantage  in  being 
unable  to  obtain  these  sales  proved  to  be  a  heavy  penalty.   If  a  wide  difference 
between  prices  paid  by  cooperatives  and  dealers  should  exist  for  any  great  length 
of  time,  the  shift  of  producers  frou  the  former  to  the  latter  would  leave  the 
cooperatives  in  a  precarious  position. 
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"In  time  of  peace  prepare  for  war."  le   all  iiate  war,  especially  we  who 
recenter  the  horrors  of  the  last  one  in  which  we  were  engaged.  But  spea^cing  eitxier 
literally  or  allegorically  it  is  By  firn  conviction  that  there  is  no  better  way  to 
avoid  war  thaii  to  be  well  prepared.   Therefore,  if  there  are  cooperatives  in  New 
England  which  are  vulnerable  and  ill-prepared  for  competitive  milk  warfare  let  them 
get  busy,  not  with  the  expenditure  of  large  suns  of  money  for  facilities,  which  we 
hope  may  not  need  to  be  used,  but  rather  with  some  v/ell  laid  plans  for  getting  into 
action  toward  Class  I  sales  with  the  least  possible  delay,  in  case  a  storm  should 
breal:  and  the  competitive  conditions  of  a  wide  open  market  return. 

Credit  should  not  be  denied  the  large  bargaining  cooperatives  for  they 
have  solvea  some  problems  ''oj   the  absorption  of  individually  oiiTned  proprietary 
plajits  in  the  Soston  milkshed  which  did  not  fit  into  the  narketing  program.   KiTnilG 
criticism  is  still  made  by  producers  and  others  that  the  prices  paid  were  excessive, 
the  critics  appear  to  have  forgotten  the  benefits  wnich  accrued  to  the  market  oy 
bringing  these  plants,  into  the  cooperative  /jroup. 

Loyalty  of  producers  to  their  cooperatives  i;5  always  a  factor  in  the 
problem.   It  is  an  excellent  precept  but  a  hard  one  for  producers  to  follow  -mea 
interest  ana  taxes  are  overdue  and  the  farra  income  is  insuff ic  ent  to  make  ends 

meet. 

When  the  history  of  the  troublesome  perioci  of  1'j37  is  written,  it  should 
contain  a  reference  of  coianendation  to  those  sturd^y  producers  in  Colbrook,  Lancaster 
and  llorth  Haverhill,  ICeT?  Hampshire,  also  Randolph  ,'Uid  TTaterbury,  Vermont,  who  stood 
by  the  cooperative  colors  without  wavering. 

In  recent  years  ilew  Sngland  cooperatives  have  found  themselves  operating 
in  the  midst  of  a  highly  competitive  market,  beset  on  all  sides  by  competition 
directed  by  the  able  and  competent  executives  of  proprietary  companies  and  executed 
by  the  keenest,  sharpest,  assistants  that  money  can  hire.   Cooperatives  cannot  ejcpecl; 
to  avoid  such  competition.   It  is  the  law  of  the  business  --orld.  At  first  they  were' 
organized  in  producers'  territory  T/ithout  much  thought  or  knowledge  of  the  diffi- 
culties they  would  encounter  later  in  the  marketing  field.   I'ow  they  must  drop  all 
tho-oght  of  altruism  and  fight  fire  with  fire.   Corporationc  are  saia  to  have  no 
souls.   If  merciless,  untempered  competitive  business  practice  is  necessary  to 
success,  then  let  cooperatives  become  hard-boiled  also. 

Another  important  problem  of  the  oporating  cooperativec  in  the  Boston 
maxket  is  to  obtain  greater  efficiency  in  their  country  operations. '  At  the  present| 
time  many  of  the  cooperatives  sell  but  little  fluia  milk  except  during  the  short 
period  of  production  when  dealers  need  an  additional  source.  Baring  the  flush 
season  these  cooperatives  must  manufacture  a  very  large  percentage  of  their  milk. 
The  extreme  variation  in  the  voliome  of  surplus  milk  to  be  handled  from  season  to 
season  tends  to  make   the  cost  of  operation  excessive.   The  problem  of  efficiency  ii 
operation  is  made  more  seriouc  liy   this  situation. 

A  paxt  of  tnis  operating  problem  in  tne  case  of  large  organizations  with 
numerous  country  plants  is  the  elimination  of  losses  incoi^red  at  high-cost  plants, 
especially  if  these  losses  are  to  be  spread  over  the  '.thole  membership. 

Countrj'-  operating  costs  need  to  be  carefully  scrutinized  whether  there  be 
only  one  plant  or  many.  A  small  waste  daily  accumulates  to  a  forinidable  figure  in 
a  year.  It  is  noted  that  sometimes  the  directors  direct  the  manager  and  sometimes 
the  manager  manages  the  directors. 

In  some  cases  the  system  which  has  been  adopted  works  better  than  would 
the  other,  but  in  all  instances  the  degree  of  succos-  depends  upon  the  application 
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of  horse  sense  and  sound  'business  judgment  from  whichever  source  it  comes.  A 
cooperative  without  good  management  is  like  an  old  fashioned  farm  gas  engine  with- 
out a  governor;  sometimes  it  y/ould  rixn  away,  at  other  times  it  would  stop. 

TThat  does  the  future  hold  in  store  for  the  cooperative  movement  in  New 
England?  All  will  agree  that  the  principle  of  cooperative  huying  of  farm  supplies 
and  selling  farm  commodities  is  sound.   If,  then,  the  results  in  actual  practice 
are  not  all  that  could  he  desired  the  trouhle  must  he  in  putting  the  principle  into 
effect,   in  Vermont  our  dairy  cooperatives  are  far  from  uniform.   Some  are  large, 
successful  and  powerful.   Some  are  wo-Uc  and  "barely  ahle  to  carry  on.   Some  are  in 
"between  --an  uneven  lot  taken  as  a  whole. 

Let  us  turn  hack  one  or  two  pages  of  the  record  to  Scptemher  193^  when 
New  Sngland  Dairies  discontinued  the  sale  of  its  milk  to  certain  proprietary 
companies.   It  is  not  for  me  to  pass  judgment  on  the  wisdom  or  fallacy  of  that 
decision.   It  is  not  for  me  to  say  ;vhether  it  should  or  should  not  have  been  done. 
But  I  am  firmly  convinced  that,  if  a  spirit  of  friendship  had  then  existed  among 
all  the  cooperatives  in  the  milkshed,  and,  if  the  impending  crisis  had  heen  fully 
and  freely  discussed  among  them  before  any  action  was  taken,  the  whole  history  of 
events  in  the  Boston  market  from  that  day  to  this  wdald  have  heen  entirely  different. 

.  Some  progress  toward  friendly  relationships  has  been  made  within  a  few 
years.   Time  was  when  the  I:JEi.iPA  and.  the  Vermont  cooperatives  with  which  it  is  now 
affiliated  in  New  Sngland  Dairies  were  at  loggerheads.   Then  the  hatchet  was  buried 
and,  though  a  few  individuals  in  their  minds  kept  the  spot  marked  for  awhile,  the 
place  of  interment  is  no?/  apparently  forgotten.   To  my  knowledge  no  friction  or 
disagreement  of  any  kind  between  the  two  contracting  groups  has  arisen.   This 
reconciliation  has  given  me  much  encouragement  toward  team  work  and  cooperation  but 
only  a  beginning  has  been  made. 

It  is  my  understanding  tiiat  in  Denmark  the  principle  of  cooperation  has 
become  so  highly  developed  and  has  taken  such  a  firm  hold  upon  the  people  that  it 
permeates  and  controls  the  ^ole  agricultural  structure.  Also  that  the  change 
from  the  old  to  the  new  conditions  has  tai-;en  place  wit^iin  a  comparatively  fev7 
decades. 

Is  it  too  Utopian  to  envision  a  similar  development  and  transition  here 
in  New  Sngland  within  a  reasonable  time?   I  confine  the  vision  to  Nov,'  England, 
perhaps,  because  we.  are  a  geographical  entity  tucked  away  in  this  corner,  of  the 
country  all  by  ourselves.  Perhaps,  the  very  fact  that  we  are  strong  on  rugged 
individualism  may  prevent  this  vision  from  becoming  a  reality;  but,  if  we  could 
forget  our  personal  likes  and  dislikes  together  with  our  competitive  antagonisms, 
if  our  successful  cooperatives  could  extend  a  helping  hand  to  the  Weaker  ones,  all 
'.7orking  harmoniously  toward  the  objective  of  complete  cooperation,  and  presenting 
a  united  front,  the  benefits  that  would  accrue  to  the  dairy  industry  would  be 
immeasarable. 
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EESIRICIICNS  PIT  THE  FaES  i..OVK.iai-:T  01   PAHi..  PRODUCTS  IK  THE  CTITSD  STATES 

George  E..  Ta^'^lor,  Senior  Aericultural  Economist 
United  States  Department  of  At; ri culture,  Washington,  D.  C 


One  point  upon  which  all  students  of  United  States  history  are  agreed  is 

tnat  a  very  important  factor  in  the  marvelous  economic  development  of  this  coTxntry  | 

has  teen  the  almost  continental  extent  of  our  free  trade  area.  Unlike  Europe,  where  j 

at  least  a  dozen  little  countries  have  erected  barriers  to  the  free  flow  of  goods  .  ; 

and  where  many  have  attempted  at  one  time  or  another  to  become  self-sufficient  i 

economic  units,  our  country  has  been  able  to  foster  the  development  of  internal  ' 
commerce. 

Erom  the  beginning  of  the  last  century,  when  the  Federal  government 
appropriated  money  for  the  construction  of  the  National  Road  from  Cumberland, 
Maryland  into  the  Northwest  Territory,  to  the  present  day,  when  Federal  grants  in 
aid  for  road  building  and  Reconstruction  Einance  Corporation  loans  to  the  railroads 
are  taken  more  or  leas  for  granted,  our  national  government  has  appropriated 
literally  billions  of  dollars  to  facilitate  the  development  of  commerce  between 
the  various  parts  of  the  union.   Ereed,  then,  from  internal  tariffs  and  customs 
walls  between  States  and  facilitated  by  the  development  of  a  nation-wide  system  of 
highways  and' railroads,  industry  and  agriculture  have  developed  without  artificial- 
restriction  in  those  areas  where  capital,  labor  and  particularly  natural  resources 
were  most  abundant. 

In  fact,  an  attempt  to  achieve  an  unobstructed  flow  of  products  across. 
State  lines  was  an  important  factor  in  the  drawing  up  and  adoption  of  our  Federal   -. 
constitution.   In  the  period  between  the  close  of  the  Revolutionary  War  and  11^3, 
each  State  had  entire  control  over  its  external  trade.   It  was  not  long  before  an., 
impossible  situation  developed.   States  were  busily  engaged  in  erecting  tariff 
barriers  against  their  neighbors. 

ITew  York,  noticing  that  much  money  left  the  State  to  pay  for  Connecticut 
firewood  and  Hew  Jersey  vegetables  and  dairy  products,  began  putting  restrictions 
on  this  trade.   The  almost  immediate  result  was  retaliation  by  Connecticut  and  .I'ew 
Jersey.   Out  of  this  kind  of  confusion,  and  to  do  away  ',vith  its  disadvantages,  ca^e 
first  the  commercial  convention  of  lygb  and  then  the  Constitutional  Convention  of 
1727-  And  from  the  latter  came  our  Constitution  of  today.   This  gives  to  the 
Federal  Government  the  power  to  regulate  commerce  witn  foreign  couiatries  "and  among 
the  several  States." 

Now,  many  assume  that  the  matter  was  finally  settled  at  that  time  and  so 
it  appeared  to  be  for  many  years.  As  time  went  on,  however,  the  States  were  faced 
with  increasingly  complex  problems.  In  the  solution  of  these  they  found  it  necessary 
or  advisable  to  pass  meas-ares  whicn  directly  or  indirectly  imposed  burdens  upon 
interstate  commerce.  They  adopted  quarantine  laws  to  keep  out  products  which  mignt 
bring  in  certain  pests  and  diseases  which  threatened  animals  or  crops.  They  taxed 
certain  commodities  in  order  to  secure  necessrry  revenue. 

When  the  constitutionality  of  such  measures  was  tested  before  the 
Supreme  Court  of  the  United  States  the  Court  had  to  make  many  difficult  decisions. 
In  general,  the  rei-soning  was  that  the  purpose  of  the  State  law  shall  determine  its 
constitutionality.   Thus  a  law  obviously  designed  unreasonably  to  burden  interstate 
commerce  is  invalid,  but  one  which  is  for  a  legitimate  purpose,  for  example  is 
clearly  designed  to  protect  agriculture  from  a  harmf\il  insect  pest,  may  be  found 
strictly  constitutional.  But  difficulties  of  interpretation  were  bound  to  arise. 
Thus,  how  shall  the  Coiirt  determine  the  purpose  of  a  State  law,  -  by  the  legislative 
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history,  "by  the  aim  as  stated  in  the  law  itself,  or  hy  the  results  which  may 
nat-urally  "be  ejcpected  to  flow  from  it. 

It  is  not  my  purpose  in  this  paper  to  exaiaine  the  legal  aspect  of  this 
whole  question.   It  is  rather  to  describe  how,  more  or  less  ^7ithout  realizing  it, 
we  have  "begun  seriously  to  limit  this  sreat  free  trade  area,  in  the  United  States.' 
O"bviously  the  whole  topic  cannot  "be  covered  in  this  short  paper.   I  have  chosen, 
therefore,  to  picture  the  situa,tion  as  it  exists  in  the  following  fields:   (1) 
Truck  Transportation;  (2)  Quarantines;  (3)  Margarine;  (4)  Liquor;  and  finally 
(5)  Health  and  Sanitary  Regulations  of  the  Dairy  Industry,   fields  passed  over, 
such  as  those  having  to  do  with  grading  and  labeling  legislation,  uarket  regulations 
and  the  licensing  of  peddlers,  railroad  rates,  etc.,  may  "be  as  important  as  those 
discussed,  "but  in  order  to  cover  other  fields  more  fully  cannot  be  treated  here. 

1.   Motor  Truck  Regulation 

Perhaps  no  invention  of  recent  times  has  been  more  productive  of  laws 
and  regulations  than  the  automobile.  Although  the  chief  purpose  of  motor  vehicle 
legislation  has  been  to  regulate  and  to  tax,  not  infrequently''  an.   important  result, 
whether  intended  or  not,  has  been  to  place  a  heavy  burden  upon  interstate  commerce. 
Three  types  of  State  legislation  have  had  this  tendency:   (l)  Registration  (licenses) 
and  taxes;  (2)  regulation  of  weights,  size  and  equipment;  and  (3)  port  of  entry  laws. 

A-   License  requirements  and  taxes  on  out-.of> state  tinxcks;   The  States  differ 
greatly  among  themselves  with  respect  to  requirements  on  out-of-state  trucks.   A 
number  of  States,  wnich  have  t"ne  most  liberal  laws  in  this  respect,  collect  no 
ton-mile  taj.es  and  make  no  attempt  to  require  that  private  carriers  from  outside 
the  State  take  out  licenses  so  long  as  they  do  not  engage  in  intrastate  business. 
Usually,  but  not  always,  the  granting  of  such  favors  is  dependent  upon  the  confer- 
ring of  reciprocal  privileges  by  the  other  States  concerned.   Typical  of  the  States 
in  this  group  are  Massachusetts,  I\e^  York,  California,  and  Ohio. 

A  second  group  of  States,  at  the  other  extreme,  requires  practically  all 
out-of-state  trucks  which  come  across  the  line  to  register  and  pay  a  fee,  or,  if 
this  is  not  done,  to  pay  higher  ton-mile  taxes  than  domestic  trucks.   States 
illustrative  of  this  group  are  Arizona,  Kansas,  Oklahoma,  and  Wyoming. 

Many  States  have  laws  which  lie  between  these  two  extremes.   Typically, 
they  have  strict  general  requirements  as  to  the  licensing  of  out-of-state  vehicles, 
which  they  liberalize  appreciably  through  special  reciprocity  agreements  with 
certain  States.   Representative  States  in  this  group  are  Alabama,  Colorado,  Tennessee 
and  Virginia. 

Obviously,  if  only  a  few  trips  are  to  be  made,  the  cost  of  securing  out- 
of-state  license  may  place  a  considerable  burden  on  the  "foreign"  trucker.   The 
out-of-state  farmer  who  wishes  to  enter  Wyoming  even  for  a  single  trip  with  his 
one-ton  truck  is  required,  according  to  the  regulations  of  that  State,  to  pay  the 
annual  fee  of  $7 . 50 .   If  his  truck  weighs  two  tons  the  fee  is  $30.00,  am  for 
heavier  vehicles  the  fee  is  graduated  steeply  upward. 

In  addition  to  the  license  fee  the  trucker  must;  pay  a  county  registration 
fee,  the  amount  of  #iich  depends  upon  the  age  and  factory  price  of  the  tmick.   Thus 
on  a  new  $1,000  truck  he  would  pay  $1S.   If  the  truck  were  in  its  fourth  year  of 
service  he  would  pay  $6.   Pinally,  if  the  trucker  engages  in  "for  hire"  business 
additional  fees  are  collected  and  a  mileage  tax  of  two  mills  per  revenue  ton-mile 
must  be  paid.   The  actual  amount  of  the  license  fees  vary  widely  from  State  to  State. 
On  common  carriers  they  may  run  to  three  or  fo-ior  hundred  dollars  a  -year. 


m'       Although  no  statistical  measure  is  possible,  there  is  abundant  testimony 
to  the  fact  that  registration  and  ton-mile  taxes  are  aji  important  discouragement  to 
interstate  commerce-   Not  infrequently  farmers  protest  against  the  requirements  of 
their  own  State  on  out-of-state  trucks.  For   example,  Colorado  potato  growers  in 
August,  1935.  appealed  to  the  State  Public  Utilities  Commission  to  relazc  its  re- 
quirements so  that  out-of-state  truckers  could  come  in  and  move  taeir  crop.   iHhen 
their  petition  was  rejected  and  they  were  threatened  with  serious  loss,  they  offered 
to  pay  the  tax  themselves  if  outside  truckers  would  come  into  the  state.  /JL 

Similar  conditions  prevailed  recently  in  South  Carolina.  Peacii  growers 
there  successfully  petitioned  that  the  State's  license  requirements  on  foreign 
trucks  be  relaxed,  so  that  they  mi,':;ht  be  permitted  to  come  into  the  State  and  help 
haul  South  Carolina  peaches  to  out-of-state  markets.  /2 

Many  letters  have  been  received  at  the  Bureau  of  Agricultural  Economics 
testifying  to  the  effects  of  strict  license  requirementst   The  two  following 
excerpts  are  taken  from  letters  received  from  what  are  believed  to  be  well  informed 
local  sources: 

Prom  Connecticut;/! 

"some  of  our  .growers  have  run  into  serious  difficulties  in 
trucking  farm  products  into  iviaine,  because  Llaine  requires  that  all 
trucks  of  more  than  a  .ton  and  a  half  capacity  must  be  registered  in 
Maine  and  pay  their  regular  license  fee." 

From  Kansas;/^  , 

"I  would  say  that  we  are  having  interminable  trouble  in  * 

farm  truck  transportation  between  our  neighboring  States.   It  is 
reported  that  the  laws  and  rules  and  regulations,  particularly  of 
Oklahoma  and  iuissouri,  almost  make  it  prohibitive  for  Kansas  farm 
trucks  to  cross  the  line." 

States  often  have  entered  into  reciprocity  agreements  by  which  each  State 
honors  the  license  plates  issued  by  the  other  States  entering  the  agreement.   In 
certain  sections  of  the  country  these  reciprocity  compacts  in  respect  to  automobile 
registration  have  at  times  and  over  limitea  areas  aone  mioch  to  remove  barriers  to 
interstate  truck  movement. 

But  even  under  the  best  of  circumstances,  difficulties  and  uncertainties  ■ 
remain.   Reciprocity  usually  is  limited  merely  to  registration  fees  and  is  not 
extended  to  other  important  considerations,  such  as  ton-mile  taxet;  aiid  permissible 
size  of  trucks.   Reciprocity  agreements  may  break  down  at  any  time  due  to  action  by 
the  legislature  or  the  State  highway  authority. 

The  result  of  the  breakdown  of  a  reciprocity  agreement  is  very  likely  to 
be  a  "border  war"  which,  temporarily  at  least,  ties  up  interstate  traffic  and  brings 
serious  loss  to  truckers  as  well  as  producers.  '■ 
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The  complete  story  of  the  so-called  motor  vehicle  "horder  wars"  cannot  te 
told  here.   Some  of  these  wars,  like  that  "between  Pennsylvania  and  New  Jersey,  have 
flared  up  violently  for  a  few  days,  and  then  died  out  completely.   Others,  like 
that  between  Illinois  and  ^sconsin,  have  smouldered  for  years,  with  occasional 
violent  outtreaks.  HThile  the  war  is  on,  truck  transportation  is  seriously  curtailed, 
frequently  with  serious  results  to  producers  of  perishable  commodities. 

The  term  "war"  of  course  is  used  only  figuratively.  However,  conditions 
do  sometimes  approach  battle  conditions.   When  Maine  seized  a  New  York  truck  driver, 
one  Leo  Jubb  in  June,  lb'33i  ^^^   forced  him  to  pay  a  $75  license  fee  on  his  truck. 
New  York  retaliated  by  holding  two  Maine  track  drivers  for  not  having  Nev/  York 
plates.  ^  In  a  Kansas -Nebraska  dispute  at  about  the  same  time,  a  Nebraska  constable 
Was  reported  to  have  opened  fire  on  a  Kansas  truck.  /^ 

Most  border  conflicts,  of  course,  have  not  entered  so  violent  a  stage. 
However,  wholesale  arrests  have  been  common  and  serious  interference  with  interstate 
commerce  has  resulted.   Sometimes  the  border  wars  have  been  followed  by  mutual 
concessions  and  reciprocity  agreements.   In  other  cases  reciprocity  has  been  abandcnei 
and  laws,  in  part  at  least  retaliatory  in  character,  have  found  a  seeming  permanent 
place  on  the  statute  books. 

B.   Size,  equipment,  and  other  regulations;   For  various  purposes,  but  primarily  to 
promote  safety  on  the  highways  and  to  prevent  damage  to  roads  and  bridges.  State 
legislatures  have  been  extremely  active  in  passing  lav/s  and  authorizing  administra- 
tive regulations  having  to  do  with  the  weight,  size,  equipment,  insurance,  etc.,  of 
motor  vehicles.   The  variety  and  non-uniformity  of  these  laws  have  constituted  an 
appreciable  hindrance  to  interstate  commerce,   iioreover,  the  limits  set,  for  example 
those  on  the  size  and  weight  of  motor  vehicles,  may  be  so  low  as  to  prevent  long 
distance  hauling. 

Every  State  in  the  Union  has  established  permissible  maximum  gross  or  not 
weights  in  connection  with  motor  vehicles.   But  the  maxima  permitted  vary  so  greatly 
from  State  to  State  and  the  methods  of  weight  determination  or  limitation  are  so 
different  that  greater  variation  could  hardly  have  resulted  had  it  been  deliberately 
planned.   Certain  States  determine  permissible  weights  by  formulas  which  take  into 
account  the  distance  in  feet  between  the  first  and  last  axles;  others  make  the  basis 
"tire  width,  wheel  load,  axle  load,  net  load,  or  gross  weight,  either  for  a  single 
vehicle  or  for  specified  combinations  of  vehicles."  /j. 

The  spread  in  the  permissible  maximum  gross  weight  for  any  vehicle  or 
combination  of  vehicles  is  obviously  great.   The  range  is  from  the  18,000  pounds 
authorized  in  Kentucky  and  Tennessee  to  the  120,000  poiinds  approved  by  uiarylaiid  and 
Shode  Island.   Significant  from  the  standpoint  of  interstate  commerce  is  the  wide 
difference  in  permissible  maxima  authorized  by  pairs  of  contiguous  States.   Thus 
Connecticut  allows  gross  weights  of  ^,000  pouiids  and  Ehode  Island  120,000  poioiids, 
Wyoming  4^,000  and  Montana  92,000,  Kentucky  18,000  and  Illinois  72,000. 

The  maximum  dimensions  of  trucks  also  are  definitely  prescribed  in  most 
States.   Considerable  uniformity  nov/  exists  as  to  width,  with  most  States  prescribing 
eiglit  feet  as  the  maximum.   But  for  other  dimensions,  no  such  uniformity  prevails. 
Six  States  have  no  limitations  on  height,  and  the  others  have  maxima  varying  from 
11  to  lll-y-  feet,  with  12^  most  common. 
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In  regard  tc  the  numter  of  units  permitted  to  be  drawn  ty  a  single  truck 
or  tractor  and  the  len^-th  of  each  unit  cr  combination  of  units,,  there  is  again  great 
diversity,  ^t  legist  four  States,  although  permitting  tractor-semitrailers,  do  not 
allo.w  f\ill  trailers' to  be  used.  At  the  other  extreme,  elpvpn  States  have  no 
limitation  at  all  on  the  nufflber  of  trailer  units.   The  length  permitted  on  combi- 
nations, whether  tractor-semitrailers  or  trucks  with  full  trailers,  also  varies 
within  wide  limits.   Kentucky  permits  a  maximum  length  of  30  feet,  Georgia  sppcifies 
?5  feet,  and  Maryland  has  no  limit  at  all. 

In  addition  to  size  and  weight  requirements  a  tremendous  mass  of  other 
legislation  having  tc  do  with  particular  parts  of  the  truck  or  the  equipment  which  ' 
mv^c^^tp   carried  has  been  enacted.  Lights,  mufflers,  fenders,  steering  gear,  wind- 
shield wipers,  defrosters,  tool  ■  kits,  fire  extinguishers,  locks  and  keys,  bumpers, 
^r.i^'-.shields.  f-ael  tanlcs,  and  other  things  have  been  the  objects  of  extremely 
djc^r.led,  highly  divergent  and  sometimes  obsCTire  legi-^ilation.  Perhaps  the  maximum 
diV3x-gence  exists  in  the  rules  for  the  color' of  clearance  lights.   To  conform  with 
th'^  law  of  one  State  a  carrier  must  infringe  thobe  of  another. 

Although  equipment  requirements  in  the  past  have  caused  a  great  deal  of 
trouble  to  interstate  carriers,  difficulty  from  these  laws  should  not  be  serious 
in  the  future.   The  Interstate  Copnerce  Commission,  under  authority  of  the  Motor 
CarriPrs  Act '  of  I935,  now  has  issued  're^nalations  iiriiich  set  up  imiform  safety  and  . 
equipment  standards  for  interstate  carriex-s.   On  the  other  hand,  legislation  having 
to  ao  with  sizes  and  weights  has  not  yet  come  under  I.  C  C  control,  and  these 
laws  continue  to  be  a  considerable  hindrance  to  interstate  coiomerce.   By  their 
nori-uniforinity  they  effectively  bar  trucks  which' can  operate  '.in  certain  States  from 
operating  in  others.   By  placing  the  limits  on.  size,  weight  or  number  of  units  very 
icr,  they  create  a  sit-oation  in  which  long 'haul  (interstate)  transportation  is 
impossible  because  unprofitable. 

^^  actual  effect  of  size  and  weight  legislation  depends  largely  on  the 
strictness  of  enforcement  of  the  law,  althbiigh  the  possibility  or  .threat  of  . 
enlcrcement  to  some  extent  may  'be  in  itself  a  discouragement  to  interstate  trade, 
in e  South  Carolina  law  passed  in  I933,  which  prescribed  a  maximum  width  of  90 
mc.ies  and  limited  trucks  to  a  gross  weight  of  20,000  pounds,  was  never  enforced 
and  nas  recently  been  repealed,  /g 

The  District  Court  found  that  enforcement  of  the  law  would  necessitate 
increases  in  transportation  rates  on  commodities  shipped  into,  out  of,  or  through 
South  Carolina  and  "render  it  practically ' impossible  for  a  large  part  of  interstate 
commerce  now  conducted  by  truck  to  use  the "roads  of  that  State.  "./^  It  was  found 
ty  the  Court  that  South  Carolina  textile  and  lumber  mills  would  be  placed  at  a 
aisadvantage,  that  the  cost  of  fertilizer  would  be  increased  to  farmers,"  and, "That 
enforcement  ....  would  discriminate  against  South  Carolina  truck  farmers  and 
vegetable  growers  in  favor  of  their  competitors  in  other  States  and  would  injure, 
If  not  destroy,  this  industry  in  South 'Carolina. "  /lO 

Other  "States,  'too,  would  have  suffered  by  enforcement  of  the  South 
Carolina  law.   L/Ir.  E.  E.  McLaughlin  of  the  UQtor  Vehicle  Division  of  the  Department 
of  Revenue  of  Korth  .Carolina  said  in  respect  to  this  law:   "It  means  that  more  than 
naif  of  the  North  Carolina  trucks  now  making  trips  into  South  Carolina  will  b.a 
tarred  ....  jf  the  various  States  keep  on  making 'widely  different  regulations  a 
man  starting  on  a  truck  trip  which  is  to  take  him  through  seven  different  States, 

.'^     April  29,  193s        • 
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for  instance,  is  liatle  to  find  himself  in  jail  seven  times."  /ll 

Florida  citrus  growers  and  sliippers  also  Relieved  themselves  seriously- 
threatened.   Thousands  of  truckloads  of  citrus  fruits  move  to  or  through  South 
Carolina  in  reaching  a  market.   Enforcement  of  the  South'  Carolina  law  would  stop 
most  of  this  movement.   In  fact,  the  State  of  Florida  felt  its  interests  so  seriously 
threatened  that  it  joined  with  other  interests  in  fighting  the  law  before  the  courts. 

The  threat  of  the  South  Carolina  law  was  especially  serious  in  view  of 
the  low  weight  limitations  already  in  effect  in  Kentucky  and  Tennessee.   Both  of 
these  States  have  a  maximum  gross  weight  limitation  of  13,000  pounds.   If  the  size 
and  weight  lawBof  South  Carolina,  Kentucky,  and  Tennessee  had  heen  enforced,  an 
effective  "barrier  against  long  distance  trucking  would  have  heen  stretched  from 
the  Atlantic  Ocean  to  the  kississippi  River.  /12 

Much  testimony  is  at  hand  showing  the  restrictive  effect  of  the  Te::as 
law  which  limits  net  loads  to  7,000  pounds  (or  l'i+,000  for  trucks  going  to  or  from 
the  nearest  railroad  station)  whenever  strict  enforcement  is  attempted.   The  news- 
papers report  that  a  drive  has  heen  made  recently  to  secure  more  effective  enforce- 
ment of  this  law.  According  to  a  report  of  April  1,  133S,  13  truck  drivers,  nearly 
all  of  whom  were  transporting  fruit  and  vegetables,  were  arrested  near  Iviason,  Texas. 
Not  only  were  they  fined,  but  many  were  forced  to  reduce  their  net  loads  to  7»000 
pounds  by  dumping  the  surplus,  which  averaged  aporoxiiiiately  2,500  to  J.OOO  pounds  /]_2 

Ijhere  State  motor  vehicle  regulations  are  only  partially  enforced  tnere 
may  be  a  strong  temptation  to  apply  them  more  rigorously  against  the  out-of-sta-e 
trucks  than  against  the  local  carrier.   Complaints  arise,  especially  in  those  areas 
where  enforcement  is  left  to  local-  agencies.   The  local  agency  frequently  is 
reluctant  to  hurt  local  interests  by  strict  enforcement,  but  may  enforce  such 
regulations  against  trucks  from  other  States  or  even  distant  parts  of  the  same 
State  without  fear  of  political  reprisal.   In  fact,  honest  local  officials  may  .. 
be  subject  to  considerable  pressure  from  local  interests  to  follow  such  a  policy.: 

C.  Fort  of  entry  legislation;  Under  port  of  entry  legislation  .States  have  set  up 
checking  stations  at  points  where  main  highways  enter  the  State.  Here" off icials 
halt  incoming  (and  in  some  cases  outgoing)  traffic  in  order  to  subject  motor 
vehicles  to  certain  regulations,  inspections,  and  taxes.   Kansas,  which  ina^Jgurat ed 
this  type  of  legislation,  experimented  in  1933  "'Vith  the  policing  of  its  borders  to 
keep  out  bootleg  gasoline,  and  on  January  1,  1*33^  P^'t  into  effect  a  full-fledged. 
port  of  entry  system.  Under  this  program  all  truck's  enteriiig  the  State  are  req^uired 
to  obtain  proper  clearance. 

For  trucks  bearing  Kansas  licnese  plates,  this  is  a  relatively  simple 
matter.   For  others  the  procedure  is  more  complicated.   The  carrier,  not .having  a 
Kansas  registration  is-  required  to  fill  out  a'rather  elaborate  form  describing  the 
truck  and  its  load,  the  proposed  route  of  travel  in  the  State,,  etc.   State  officials 
are  required  under  the  la^  to  inspect  the  truck  and  its  equipment  in  order  to  make 
sure  it  laeets  Kansas  requirenents,  to  check  for  proper  insurance  coverage,  and  to 
collect  taxes  which  vary  with  the  weight  of  the  vehicle  and  the  distance  it  is  to 
travel  in  the  .State. 


The  Uew  York  Packer,  Harch  5,  I93S,  p  g       ■ 

The  route  aroiuid  South  Carolina,  through  Georgia  and  Horth  Carolina  xs  not  a 
practical  one  for  nost  shippers.  ■   '  .   '" 

San  Angelo  Standard,  April  1,  I93S;  and  San  Antonio  Express, .  April  2  and  5.  •■ 
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The  Kansas  plan  has  spread  rapidly,  having;  been  adopted  in  one  form  or 
another  by  Oklalioma,  Nebraska,  Arizona,  New  i/Iexico,  California,  Idaho,  Utah  and 
Colorado.   Up  to  the  present  time  Kansas  and  Oklahona  have  the  most  elaborate 
systems,  the  former  with  66- ports  of  entry,  and  the  latter  with  52-   The  other 
States  vary  considerably  in  the  way  in  which  they  have'  organized  their  port  of 
entry  systems,  but  most  of  them  appear  to  have  sufficient  stations  to  cover  the 
main  nighways  and  effectively  to  enforce  their  registration  and  taxation  require- 
ments on  out-of-state  cars. 

lihe  indirect  effect  of  the  port  of  entry  system  is,  at  least  in  those 
States  having  severe  regulations  as  to  out-of-state  vehicles,  probably  much  more 
important  thjin  the  mere  trouble  and  delay  of  border  inspection.   Thus,  State  laws 
as  to  ton-mile  taxes,  limitations  on  weights  and  sizes,  insurance  requirements, 
etc.,  may  be,  and  apparently  are,  enforced  much  more  efficiently  and  strictly  by 
those  States  having  a  port  of  entry  system.  /lU  Much  can  be  said  for  a  system  which 
results  in  the  efficient  execution  of  State  laws.   On  the  other  hand,  if  State  laws 
having  to  do  with  licensing  of  out-of-^state  vehicles  or  with  truck  sizes,  weight 
and  equipment  burden  interstate  commerce  heavily,  then  port  of  entry  laws,  by 
facilitating  the  enforcement  of  such  legislation,  may  play  an  importcint  role  in 
disco-oraging  interstate  commerce.  . 

The  initiation  of  port  of  entry  legislation  by  a  State  is  very  likely  to 
lead  to  retaliatory  legislation  of  a  similar  character  in  bordering  States.  The 
Kansas  act  has  been  in  force  less  than  5  years,  but  the  State  now  is  siirrounded 
completely  by  States  which  have  adopted  port  of  entry  legislation.  /l'3  In  fact, 
port  of  entry  legislation  seems  to  be  an  infec..ion  (benign  or  malicious,  depending 
on  the  point  of  view)  v/hich  spreads  only  by  airect  contact.  All  States  which  have 
adopted  this  scheme  are  in  the  West  and  Par  West,  and  each  adjoins  at  least  one 
other  State  which  has  passed  such  legislation. 

On  the  other  hand,  fear  of  retaliatory  action  has  been  a  most  important 
factor  in  keeping  States  in  the  eastern  part  of  the  country  from  adopting  the 
plan.  /l6  Many  eastern  States,  among  them  Pennsylvania,  New  Jersey,  and  Virginia, 
have  considered  seriously,  but  finally  have  decided  against,  the  port  of  entry 
procedure.   Delaware,  apprehensive  that  such  legislation  would  be  adopted  by  its  . 
neighbors,  adopted  a  law  in  lSi35  T^y  which  it  may  go  into  a  port  of  entry  system  ^y  . 
executive  order  as  soon  as  two  of  its  neighbors  establish  ports  of  entry. 

A  great  deal  of  opposition  to  this  whole  system  has  appeared.   Shippers  . 
and  producers  often  believe  their  interstate  markets  are  hurt  seriously  by  it.    .. 
Joint  action  against  the  Kansas  law  has  been  taken  by  the  Kraisas  City,  Kansas  aJid 
the  Kansas  City,  Liissouri  Chambers  of  Commerce.   Track  shipments  of  livestock 
especially  have  been  affected  by  Kansas  rnd  Oklahoma  border  station  inspection.  A. •• 
leading  Kansas  livestock  shipper  declares  in  respect  to  the  system  in  these  two 
States  that:   "These  ports  of  entry  with  their  restiltrnt  formalities  have  been  a 
decided  factor  in  diverting  certain  livestock  shipments  from  an  interstate  haul  to 
an  intrastate  haul."  /l? 

Having  set  forth  the  main  features  of  these  State  motor-vehicle  ?.cts  and 
shown  ho'.y  they  may  be  a  factor  in  obstructing  the  free  flow  of  trade  across  State 
borders,  let  us  raise  tne  question:   "Are  these  laws  designed  to  have  such  a  result. 

State  collections  from  gasoline  and  ton-mile  taxes  have  typically  increased 

appreciably  following  the  adoption  of  the  port  of  entry  system. 

Liissouri  has  not  yet  put  its  law  into  operation.' 

ilaine  has  a  system  which-  approximates  the  t)ort  of  entry  nlan. 

April  11,  1938. 


or  are  these  interferences  to  interstate  commerce  entirely  -onintended  and  incidental?' 
Whether  purpose  is  determined  on  the  "basis  of  legislative  history,  the  statement  of 
purpose  in  the  act  itself,  or  the  results  of  the  act  in  actual  practice,  it  seems 
reasonatly  clear  that  the  main  object  of  most  of  this  legislation  is  to  raise 
revenue  and  to  regulate  highway  traffic  in  such  a  way  as  to  promote  safety  and  to 
conserve  property. 

Yet  any  discussion  would  he  less  than  candid  which  did  not  recognize  that 
other  purposes  are  clearly  present.   Special  interests  in  the  States  are  often  on 
the  alert  to  influence  motor-vehicle  legislation  to  their  ovm  advantage.   The  fact 
that,  in  their  registration  requirements  on  out-of-state  vehicles,  States  are  prone 
to  give  special  exemptions  to  important  economic  interests  seems  to  indicate  that 
revenue,  highway  safety,  and  conservation  are  not  their  only  objectives.   Thus, 
many  States  make  concessions  to  farmers  carrying  their  own  produce.  Registration 
requirements  are  eased  under  certain  conditions  for  trucks  carrying  dairy  products 
in  Missouri;  ore,  minerals,  and  mining  supplies  in  Nebraska;  and  livestock  in  New 
Mexico . 

The  railroads  have  an  interest  in  motor  vehicle  legislation,  not  only  as 
heavy  taxpayers  themselves,  but  also  as  the  chief  competitor  of  motor  vehicles. 
Both  in  trade  groups  and  before  State  legislatures  they  have  taken  a  prominent  part 
in  urging  the  strict  regulation  of  highway  traffic.   For  a  number  of  years,  within 
the  Chamber  of  Commerce  of  the  United  States,  an  internal  struggle  has  "been  waged 
between  the  automobile  and  trucking  interests  on  the  one  hand,  and  the  railroads  on 
the  other  over  the  question  as  to  whether  the  Chamber  should  go  on  record  in  favor 
of  the  uniform  State  legislation  concerning  size,  weight  and  speed  of  trucks 
recommended  by  the  American  Association  of  State  Highway  Officials.  Up  to  the 
present  time  the  railroad  group  has  blocked  saccessfiilly  approval  of  such  a 
resolution. /ig 

Before  the  State  legislatures  the  railroads  have  been  active  in  promoting 
the  types  of  legislation  which  have  been  shown  in  our  discussion  above  to  be  most 
restrictive.   They  have  favored  the  establishment  of  ports-of  entry  and  the  adoption 
of  low  limits  on  the  size  and  weight  of  trucks.   In  the  spring  of  I937  the  presidents 
of  the  three  leading  New  England  railroads  formally  urged  the  adoptio-n  of  the  Kansas 
port  of  entry  system  by  the  States  of  that  section,  /l^.  The  South  Carolina  law  of 
1933  ^^^   ■the  Texas  law  of  I93I,  both  favored  by  railroad  interests,  are  examples  of 
the  most  drastic  size  or  weight  limitation  laws.  /20 

Certain  provisions  in  the  State  laws  indicate  that  "protectionist" 
interests  have  had  some  direct  part  in  motor  vehicle  legislation.   Certain  goods 
may  be  taken  into  or  out  of  but  not  through  New  i/iexico,  unless  a  New  iviexico  license 
is  purchased.   Some  of  the  laws  suggest  that  the  States  are  more  anxious  to  promote 
exports  than  to  invite  imports. 

/ig   See  for  example  the  following  pamphlets  published  by  the  Chamber  of  Commerce  of 
the  United  States:   Regulation  and  Tsixation  of  Highway  Transportation,  Jan.  30, 
1933;  Referendum  No.  65  on  the  Report  of  the  Special  Committee  on  Competing 
Forms  of  Transportation,  Sept.  I6,  1933;  Referendum  Number  Sixty-five  Competing 
Forms  of  Transportation,  Nov.  25,  1933;  and  Standards  for  Highway  Vehicles 
Committee  Report,  Dec,  193^-  -^   communication  from  the  Chamber  informs  us 
that  the  following  resolution  was  adopted  at  the  Annual  Meeting,  May,  1935' 
Determination  of  the  standards  for  highway  construction  and  the  size  and  weight 
of  motor  vehicles  operating  over  them  should  be  left  to  the  several  States  in 
accordance  with  their  respective  situations  and  problems. 

MOf  course,  automobile  and  trucking  interests  also  have  done  what  they  could  to 
bring  about  State  legislation  favorable  to  themselves. 


m 


Thus,  Tpxas  provides  that  non-resident  owners  of  trucks  residing  in  an 
adjoining  State  may  enter  T.exas  without  securing  a  license  if  their  purpose  is  to 
purchase  goods,  wares  and  merchandise.   No  such  exemption  is  made  for  those  who 
take  trucks  into  the  State  to  sell  products.   Florida  gives  special  privileges  to 
non-residents  who  come  into  the.  State  to  "buy  citrus  fruit.   The  Arkansas  law  states 
in  forthright  fashion  that  owners  of  trucks  may  tring  them  into  the  State  without 
securing  an  Arkansas  permit  or  license  if  they  bring  the  trucks  in  empty  and  for 
the  purpose  of  buying  or  removing  Arkansas- products  or  merchandise. 

So  much  for  a  brief  view  of  some  of  the  barriers  to  interstate  trade 
which  have  appeared  in  the  field  of  motor  vehicle  transportation.   I  regret  that 
time  does  not  permit  a  discussion  of  some  of  the  remedies  which  have  been  proposed 
for  this  situation.   Something  may  be  hoped  from  State  reciprocity  agreement  or 
perhaps  further  Federal  legislation,  but  thp  progress  up  to  the  present  time. has- 
not  been  very  encouraging. 

2.   Qiiarantines 

State  plant  and  animal  quarantine  laws  have  been. widely  adopted  in  order 
to  stop  the  spread  of  certain  pests  and  diseases.   That  this  is  the  p-orpose  of  most 
such  legislation  cannot  be  doubted.   Yet  quarantines  ordinarily  act  as  an  embargo 
en  the  shipment  of  produce  affected  into  the  State  having  the  quarantine.   The 
effect  is  to  remove  outside  competition  and  to  give  a  monopoly  of  the  State  markets 
to  the  State  producer.   Without  attempting  a  survey  of  quarantine  legislation  it  is 
my  purpose  her<=  merely  to  show  that  such  legislation  may  have  economic  as  well  as  ' 
biologic  effects  and  purposes.  '   .   ' 

The  question  of  public  policy  in  regard  to  a  partic-ular  q-uarantine  is 
often  a  very  difficult  one.   First  it  must  be  decided  whether  the  quarantine  is 
Diologically  desirable  and  can  be  made  reasonably  effective.'  Secondly,  even  if 
from  the  purely  biological  point  of  view  a  quarantine  seems  desirable,  the  question 
remains  as  to  whether  the  losses  avoided  by  excluding  the  particular  pest  or  disease 
are  greater  or  less  than  those  which  result  from  setting  up  a  barrier  to  trade  at 
the  State  line. 

Only  a  very  elaborate  study  would  show  which  of  the  State  quarantines 
cotdd  be  justified  clearly.   One  State  -  California  -  has  subjected  its  whole 
quarantine  program  to  such  a  study.  /21  A  committee  of  biologists  and  economists 
found  varying  degrees  of  justification  for  the  State's  quarantines.   One  important 
exclusion,  that  of _ citrus  fruits,  they  found  indefensible.   This  quarantine  was 
directed  a.gainst  two  diseases,  citrus  melanose  and  citrus  canker.   The  committee 
foijjid  that  the  former  disease  had  been  prevalent  in  California  for  som-e  time  and 
that  the  latter  probably  could  not  flourish  in  California  and  had  apparently  been 
eradicated  from  competing  commercial  areas.   In  view  of  these  findings,  they  advised 
th-at  this  q-iiarantine  be  removed  and  the  California  legislature  in  1935  modified  the 
^aw  in  line  with  their  recommendations. 

Another  measure  which  at  times  has  been  used  for. market  exclusion  purposes 
-3  the  alfalfa  weevil  quarantine.  A  member  of  the  faculty  of  a  Western  university 
writes  in  respect  to  the  -dse  of  this  quarantine  by  one.  State: 

"It  appears  that  they  use  this  quarantine,  which  they  put 
on  or  talce  off  apparently  at  will,  to  protect  their  hay  growers  in 

Z21  3mith,  H.  S.  et  al .  The  Efficiency  and  Economic  Effects  of  Tlant  Quarantines 
in  California,  Univ.  of  California,  Agricultural  Experiment  station,  Bulletin 
553  (Berkeley,  CalifArnia,  1933). 


times  of  low  prices  or  to  open  a  market  for  the  stockmen  in  times  of 
high  prices.   That  is,  if  they  need  Wyoming  native  hay  or  alfalfa  in 
the  area  of  Colorado  which  can  he  supplied  hy  it,  they  relax  the 
quarantine  measure.   If  they  have  plenty  of  hay,  the  quarantine  is 
maintained. " 

A -professor  of  another  university  writes: 

"At  the  outset  alfalfa  weevil  quarantines  were  made  in  good 
faith  and  undoubtedly  stepped  the  spread  of  this  pest  throughout  the 
United  States.   For  the  past  several  years,  however,  these  quarantines 
have  heen  used  to  regulate,  in  our  opinion  at  least,  the  importation 
of  hays  from  one  state  into  another  state." 

In  response  to  a  letter  from  us  inquiring  as  to  harriers  to  interstate 
commerce,  a  leading  authority  on  agriculture  in  a  western  State  wrote: 

"I  "believe  our  principal  difficulty  is  with  quarantines- 
We  are  having  about  as  much  difficulty  in  resisting  pressure  groups 
in  our  own  state  who  want  certain  products  from  out  of  the  state 
barred  as  we  are  in  the  matter  of  being  discriminated  against  by 
other  states. " 

Animal  quarantines  are  also  used  for  market  exclusion  purposes,  although 
less  often,  perhaps,  than  plant  quarantines.   Officials  in  certain  western  States 
believe  that  sheep  scab  quarantines  have  been  used  to  exclude  out-of-state  sheep 
where  no  danger  of  infection  existed.   Most  complaint,  however,  has  resulted  from 
the  New  York  State  Bangs  Disease  order  of  October  1,  1932.   This  regulation  denied 
entrance  to  the  State  of  cattle  unless  they  came  from  herds  which  had  been  proved 
free  from  the  disease  as  a  result  of  three  tests  taken  in  one  year.   There  were  at 
the  time  no  herds  in  New  York  which  could  meet  the  standards  set  and  only  a  few 
outside  the  State. 

The  result  was  to  force  New  York  State  dairymen  to  buy  milk  cows  from 
cattle  raisers  within  the  State.   Cattle  raisers  in  other  States  complained  that 
it  was  unfair  to  require  higher  standards  of  them  than  were  required  of  New  York 
producers.   But  the  courts  upheld  the  law. 

Pennsylvania  now  has  similar  legislation  which  has  caused  difficulties 
for  interstate  shipments,  especially  from  Wgst  Virginia.   As  the  number  of  herds 
in  the  United  States  certified  to  be  free  from  Bangs  Disease  is  increasing  rapidly, 
the  market  exclusion  effect  of  these  laws  is  being  minimized. 


.  3.  rfergarine 

Of  the  attempts  to  protect  local  industry  by  raising  barriers  to  inter- 
state commerce,  the  placing  of  special  sales  taxes  and  license  fees  on  the  sale  of 
oleomargarine  has  been  perhaps  the  most  open  and  the  most  effective.   Thirty-one 
States  now  have  special  assessments  in  the  form  of  sales  taxes  or  special  license 
fees  on  the  sale  of  margarine,  in  addition  to  the  fees  imposed  by  the  Federal 
government. 

State  sales  taxes  range  from  5  to  I5  cents  a  pound  and  the  license  fees 
from  $1  to  $1,000.   Two  important  butter-producing  States,  Washington  and  Wisconsin, 
have  the  highest  sales  tax,  I5  cents  a  pound  on  all  oleomargarine  sold  in  the  State. 
Thj.s  tax  amounts  to  an  embargo  on  the  sale  of  margarine  in  these  States.   Wisconsin 
Slakes  assurance  doubly  sure  by  requiring  very  high  annual  license  fees  in  addition. 
Thus,  in  that  State  the  following  license  fees  must  be  paid  annually  by  those  vfho 


landle  margarine:   manufacturers  $1,000,  wholesalers  ^^00,    retailers  $25,  restaurants 
$25,  hotels  $25,  'boaxcLing  houses  $25.   Pinally,  consumers  who  purchase  margarine  in 
interstate  commerce  must  pay  an  annual  license  fee  of  $1  and  the  excise  of  I5  cents 
per  pound. 

Of  course,  if  a  person  considers  oleomargarine  as  a  great  delicacy,  which 
he  must  have  upon  his  tatle,  and  if  he  has  the  necessary . income,  he  can  still  obtain 
it.  However,  as  it  is  a  food  ordinarily  consumed  by  very  low  income  groups  as  a 
matter  of  necessity  rather  than  of  choice,  it  is  not  surprising  to  find  that  the 
Wisconsin  law  has  virtually  stopped  shipment  into  the  State.   In  this  connection 
one  is  reminded  of  the  remark  made  by  Anatole  France  to  those  who  defended  the 
police  ruling  that  no  one  could  sleep  on  benches  in  the  Paris  parks.   He  rather 
pointedly  inquires  as  to  whether  this  is  not  very  fair,  indeed,  because  it  applies 
equally  to  poor  men  and  to  rich  men. 

Time  deles  not  permit  a  thorough  examination  of  the  arguments  for  or  the 
results  of  this  tax,  but  a  few  of  the  major  points  may  be  discussed  briefly.   States 
need  revenue  in  these  days,  and  although  margarine  consumption  is  confined  largely 
to  the  lower  income  groups,  perhaps  it  is  a  legitimate  subject  for  taxation.   But 
surely  revenue  is  not  the  aim  in  Washington  and  Wisconsin,  '.^lere,  by  imposing  a 
prohibitive  tax  they  have  ceased  to  collect  any  appreciable  revenue. 


But  the  chief  argument  now  used  for  margarine  taxes  (where  the  market 
exclusion  objective  is  not  freely  admitted)  is  that  the  dairying  industry  bears 
heavy  taxes  in  the  States  where  it  is  a  major  industry.   Therefore,  the  argument 
goes,  taxes  should  be  levied  on  margarine  so  that  it  will  bear  a  roughly  equivalen 
tax  burden.   This  was  a  main  defense  used  in  justifying  the  Washington  excise  of 
15  cents  per  pound.   This  line  of  argument  although  plausible  enough  at  first  sight 
has  no  standing  among  students  of  taxation. 
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Suppose  the  principle  that  all  commodities  should  bear  about  the  same 
burden  of  taxes  as  was  carried  by  dairy  products  was  accepted  in  a  predominantly 
dairying  State.   Then  these  compensatory  taxes  should  be  levied  on  all  products 
which  are  brought  in  from  outside  and  thus  esqape  their  "fair  share"  of  the  State 
tax  burden.   If  the  tax  on  margarine  is  50  to  100  per  cent  of  its  value,  should  not 
similar  taxes  be  assessed  on  all  fertilizer,  feeds,  agricultural  machinery,  clothing, 
magazines  and  newspapers,  automobiles,  and  other  things  brought  in  from  other  States! 

The  advantage  that  butter  producers  receive  from  the  exclusion  of  margarine 
is  difficult  to  determine.   To,  the  extent  that  margarine  is  used  as  a  substitute  for 
butter,  we  might  expect  that  elimination  of  margarine  competition  might  permit,  at 
least  temporarily,  a  somewhat  greater  sale  for  butter  and  a  slightly  higher  price. 
This  whole  problem  needs  careful  study.   It  may  be  recorded,  however,  that  so  far 
as  such  investigations  have  been  pursued  they  do  not  indicate  that  the  dairy  industry 
can  gain  very  much  from  the  exclusion  of  margarine. 

They  seed  to  show  first  that,  denied  margarine,  many  poor  families  will 
turn  to  lard,  peanut  butter  and  other  cheap  substitutes,  and  thus  not  greatly  in- 
crease the  demand  for  butter.   Secondly,  on  the  supply  side,  they  suggest  that  if 
some  increased  demand  for  butter  does  result,  probably  only  a  temporary  increase  in 
price  will  occur  because  with  higher  prices  butter  production  will  expand  and  prices 
will  come  down  again.   Of  course,  this  latter  contention  is  based  on  the  belief  that 
the  dairy  industry  in  this  country  can  be  exTDanded  considerably  without  increasing 
costs.  "  I 

Wl-iether  we  accept  this  line  of  reasoning  or  not  (and  I  believe  the  matter 
cannot  be  decided  definitely  until  the  results  of  further  studies  are  available), 
there  are  two  clearly  unfavorable  results  which  must  be  faced  and  should  be  weighed 
against  the  possible  advaritages  of  prohibitory  margarine  taxes. 


2.^3 

The  first  is  the  danger  of  retaliation  "by  other  States.   Cottonseed  oil 
and  peanut  oil  are  used  in  appreciable  quantities  in  the  manufacture  of  margarine. 
The  Southern  States  producing  these  commodities  strongly  resent  legislation  hy  the 
dairy  States  which  seems  directed  against  their  products.   The  passage  of  the 
Wisconsin  law  imposing  a  15  cents  per  pound  excise  on  margarine  led  to  widespread 
protest  in  the  South  and  many  threats  of  reprisal. 

The  cotton  cooperatives  of  the  South  were  particularly  resentful.  In  its 
official  puhlication  the  Mid-South  Cotton  Growers'  Association  carried  the  headline: 
"Wisconsin  Declares  Trade  War  on  the  South"  and  stated: 

"We  are  Wisconsin'  s  "best  customer  for  butter,  cheese,  condensed 
milk,  farm  implements,  farm  light  plants,  plumbing  supplies  and  road 
building  machinery.   Without  our  patronage  she  would  indeed  be  in  a  sad 
plight.   She  has  invited  such  a  calamity  upon  herself.   She  has  chosen 
to  wall  herself  in.   Let  her  see  how  she  likes  it. 

"The  Wisconsin  Manufacturers  Association  has  announced  that 
millions  of  dollars  of  contracts  for  Wisconsin  agricultural  and 
manufactured  products  have  already  been  cancelled  by  business  men  in 
sympathy  with  Southern  producers  of  fats  and  oils. 

"COTTON  OIL  is  to  the  cotton  states  what  butterfat  is  to 
Wisconsin  and  what  hog  lard  is  to  the  corn-hog  states.  Any  interference 
with  the  free  movement  of  cotton  oil  strikes  at  the  heart  of  the  cotton 
grower  and  the  South  generally  - 

AlOT  CAK  NOT  BE  TOLEMTED . " 

Not  long  after  the  Wisconsin  tax  was  raised  to  15  cents,  the  Secretary  of 
the  Wisconsin  Manufacturers  Association  estimated  that  the  Southern  States  bought 
$50,000,000  worth  of  Wisconsin  products  annually  and  reported  that  a  partial  boycott 
was  already  in  effect.   A  paper  carton  manufacturing  company  at  Menasha,  Wisconsin 
reported  it  had  already  lost  an  annual  outlet  for  $350,000  of  its  product.   Other 
actual  or  threatened  reprisals  were  reported  in  the  newspapers  at  the  time. 

No  extensive  study  has  been  made  of  the  actual  loss  Wisconsin  sustained 
from  Southern  retaliation.   In  all  probability  it  has  not  been  as  great  as  many 
feared  at  the  time.   Yet  some  loss  has  been  suffered  and  Southern  resentment  still 
exists.   Certainly  States  considering  the  adoption  of  such  measures  will  do  well  at 
.  least  to  consider  the  possible  retaliation  which  may  follow. 

Finally,  this  matter  of  market  exclusion  by  the  use  of  an  excise  tax  may 
not  stop  with  margarine  legislation.   In  I93I  South  Dakota  placed  a  10  cents  excise 
on  margarine.   But  South  Dakota  also  produces  lard  and  corn  oil,  products  for  which 
cottonseed  oil  is  a  competing  substitute.   So  the  legislatiire  imposed  a  tax  of  5 
cents  per  po^und  on  all  substitutes  for  lard  and  cooking  oil  sold  in  South  Dakota. 
But  it  was  especially  provided  that  the  tax  should  not  apply  to  "pure  refined  corn 
oil."  The  law  remained  on  the  Statute  books  for  only  one  year.   Since  that  time 
;  there  have  been  repeated  efforts  to  pass  similar  legislation  in  a  momber  of  Corn 
Belt  States. 


U.   Liquor 

Another  field  in  which  laws  restrictive  to  interstate  commerce  have  been 
appearing  rapidly  in  the  last  few  years  is  that  of  liquor  legislation.   Here  the 
States  have  had  unusual  freedom  because  the  Webb-Kenyon  Act  of  I913  and  the  Twenty- 
first  Amendment  to  the  Constitution  of  the  United  States  specifically  remove  the 
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application  of  the  commerce  clause  of  the  constitution  from  liquor  shipments  into 
a  State.   The  purpose  of  this  provision  was  undoubtedly  to  permit  States  to  pass 
effective  regulatory  or  prohibitive  laws.   Most  of  the  State  legislation  which  has 
res^jlted  has  been  for  necessary  purposes  of  regulation  and  for  the  collection  of 
revenue. 

However,  certain  State  interests  have  been  quick  to  see  an  opportunity 
to  frame  liquor  laws  so  as  to  afford  an  advantage  to  State  industry.   Ihe  result  has 
been  a  mass  of  legislation  designed  to  benefit  the  local  manufacturers  and  distri- 
butors of  liquor  and  the  farmers  ^mo   produce  raw  material  for  them.   I  will  describe^ 
first,  legislation  which  is  particularly  advantageous  to  in-state  manufacturers  and 
distributors,  and,  secondly,  that  which  may  result  in  some  gain  to  certain  farmers- 

Laws  which  appear  to  give  protection  to  manufacturers  and  distributors  in 
the  States  concerned  are  discussed  below  under  four  headings.   Of  course,  the 
official  purpose  of  all  of  these  laws  is  regulation  or  procixrement  of  revenue,  but, 
whether  so  intended  or  not,  they  all  have  protective  features. 

A.  Sales  taxes  are  souetimes  higher  on  "foreign" . than  on  "domestic" 
liquor.   From  1933  'to  1937  Michigan,  in  addition  to  regular  Michigan  taxes  which 
all  must  pay,  had  a  tax  on  out-of-state  beer  of  25  cents  per  barrel.  Although 
called  an  "inspection"  fee,  its  effect  was  exactly  that  of  an  import  duty.   This 
impost  was  repealed  in  1937 »  t)Ut  similar  laws  have  recently  been  strongly  urged 
before  many  State  legislatures.   Three  New  England  States  gave  consideration  to 
such  bills  during  the  1937  sessions  of  their  legislatures. 

B.  Distributors  of  "foreign"  beer  are  required  to  pay  special  license 
fees  which  are  higher  than  those  for  distributors  selling  the  domestic  product 
exclusively.   Importers  of  "foreign"  beer  find  themselves  in  this  situation  in  at 
least  three  States:  Pennsylvania,  Indiana,  and  Delaware.   Indiana  importers  must 
pay  a  license  fee  of  $1,500  annually  and  submit  to  a  rigorous  port-of-entry  system. 

C.  Non-resident  wholesalers  and  manufacturers  must  obtain  a  license 
before  they  can  ship  into  the  State.   At  least  six  States  have  such  requirements. 

D.  Miscellaneous  other  provisions  may  be  even  more  burdensome  than  taxes 
and  license  fees.   Thus,  in  order  to  secure  a  license  a  manufacturer  may  have  to 
qiialify  to  do  business  in  the  State  as  a  foreign  corporation.   This  may  involve 
additional  taxes  and  burdens  which  ordinarily  do  not  fall  on  the  out-of-state  shippej 
dpaling  in  other  commodities.   Troubles  of  various  kinds  may  arise  in  getting  the 
goods  into  the  State.   In  some  cases  special  stamps  must  be  affixed  to  containers 
before  shipment  into  the  State.   Out-of-state  brewers  complained  in  1935  that,  in 
shipping  beer  into  Michigan,  the  necessity  of  trucking  their  beer  long  distances  to 
get  it  stamped  was  a  greater  burden  than  the  25  cents  per  barrel  inspection  fee. 

One  of  the  first  results  of  such  legislation  as  that  described  above  is 
likely  to  be  retaliatory  legislation  by  other  States.   Several  States  have  attempted 
to  levy  taxes  on  outsiders  equal  to  the  amount  by  which  they  believe  themselves 
discriminated  against  by  the  foreign  State. 

Much  drastic  legislation  has  appeared  recently.   Michigan,  under  a  law 
adopted  last  year,  declared  an  absolute  embargo  on  the  importation  of  beer  from  any 
State  which  "discriminated"  against  Michigan  beer.   Beer  from  eight  States  was 
Canned  zander  this  law.   Indiana  and  Pennsylvania  retaliated  almost  immediately 
against  Michigan's  action;  Indiana  by  barring  all  Michigan  beer  and  Pennsylvania 
by  going  a  step  farther  and  placing  an  embargo  on  all  Michigan  liquor. 

Within  the  last  year  a  most  compreiiens.ive  anti-discrimination  bill  has 
been  lirged  before  msuiy  State  le^-i  Bl^tni'^p  and  has  actually  become  a  law  in  Missouri. 


A^2^ 
By  thp  terms  of  this  law  an  absolute  emtargo  en  all  liq.uor  is  declared  against  any- 
State  whose  laws  are  discriminatory.   The  definition  of  "discriminatory"  is  so 
"broad  that  this  has  "been  called  a  "shot  gun"  law.   If  it  were  strictly  enforced  and 
broadly  interpreted  it  would  completely  bar^all  liquor  imports  into  Missouri  from 
a- great  many  States  in  the  Union. 

We  turn  now  to  a  consideration  of  liquor  laws  which  affect  farm  producers 
directly.   This  legislation  is  so  framed  as  to  favor  beer,  wine  or  liquor  manu- 
factured from  local  products.   One  State,  Maine,  provides  that  beer  maniifactxired 
from  Maine  products  shall  be  taxed  at  a  lower  rate  than  that  produced  from  outside 
products.  As  Maine  brews  little,  if  any,  beer  on  a  commercial  scale  this  law 
appears  unimportant. 

Similar  legislation  in  respect  to  wine  is  mere  significant.  At  loast  six 
States  tax  native  wines  at  a  lower  rate  than  the  non-native  product.  [Qius,  Arkansas 
taxes  native  wine  5  cents  a  gallon,  whereas  that  made  from  products  grown  outside 
the  State  must  pay  5C  cents  a  gallon.   Legislation  favorable  to  native'  wine  may 
take  some  form  other  than  a  tax  differential.  A  few  years  ago  North  Carolina  had 
an  embargo  on  all  foreign  wine.   Ohic  has  regulations  which  prohibit  tank  car  ship- 
ments of  wine  into  the  State.   This  is  apparently  aimed  at  California  wine  vdiich 
formerly  entered  Ohio  in  substantial  quantities  in  tank  cars. 

Then,  we  may  note  that  three  States,  Wisconsin,  Minnesota  and  Iowa,  require 
that  beer  be  made  from  malt  oif  which  66-2/3  per  cent  or  more  is  barley  malt.   One 
purpose  of  this  type  of  legislation  seems  to  be  to  discourage  the  use  of  substitutes 
for  barley,  particularly  brewer's  rice,  in  the  brewing  of  beer.   At  any  rate,  it  may 
be  noted  that  all  three  cf  the  States  which  have  thought  it  worthwhile  to  pass  this 
legislation  are  among  the  leaders  in  barley  production. 

5.   The  Dairy  Industry 

Let  us  now  consider  the  dairy  Industry.   I  am  not  unaware  of  the  complexity 
of  many  of  the  problems  with  which  this  industry  must  cope;  of  the  efforts  and 
achievements  which  have  been  made  in  the  direction  of  orderly  marketing  and  balanced 
production;  and,  finally,  of  the  tremendous  advance  which  has  been  made  in  the  last 
ten  to  fifteen  years  toward  protecting  the  public  health  through  the  development  of 
increasingly  high  standards  in  the  production  and  handling  of  milk  and  other  dairy 
products.  However,  it  is  my  purpose  to  sketch  for  you,  as  has  already  been  done 
for  other  industries,  some  of  the  barriers  to'  interstate  trade  which  have  appeared 
in  the  dairy  industry. 

In  order  to  narrow  the  field,  I  shall  consider  only  those  barriers  which 
may  result  from  State  and  local  health  regulations.   This  in  no  way  implies  a 
failure  to  recognize  that  other  factors,  for  example,  the  activity  cf  the  Federal 
G-overnment  through  the  Agricultural  Adjustment  Administration,  the  regulations 
imposed  in  many  States  by  the  Milk  Control  Boards,  or  the  control . exercised  by 
mcnojclistic  and  semi-monopolistic  agencies  in  the  distribution  of  milk  may,  and 
probably  do,  exert  some  restraint  on  the  free  flow  of  dairy  products  in  interstate 
trade. 

Both  cities  and  States,  through  their  various  sanitary  and  health 
regiilations,  may  appreciably  limit  the  area  from  which  milk  and  creain  may  be  shipped 
*P  given  markets.  Perhaps  the  simplest  way  for  a  city  to  do  this  is  to  rule  that 
milk  brought  into  the  local  market  must  come  from  farms  within  a  specified  distance 
from  the  city.  ■  Thus  Haverhill,  Massachusetts,  provides  that  Grade  B  milk  must  be 
produced  within  Uo  miles  and  North  Attleboro,  Massachusetts,  prescribes  an  g-mile 
limit. 

Much  more  common,  however,  is  the  -Dractice  of  certain  cities  and  States 


of  limiting  the  area  from  'vhich  cream  or  milk  may  come  by  restricting  the  area  to 
which  they  will  send  their  inspectors  or  in  '.Thich  they  will  grant  licenses  or 
permits.   Since  I906,  l^ev:   York  City  has  maintained  farm  inspection  of  its  sources 
of  crean  and  milk  supply  and  since  1^26  has  definitely  limited  this  inspection  area. 

It  is  practically  impossible  to  ship  fluid  milk  or  cream  to  the  New  York  ,,, 
City  maricets  from  points  \7est  of  the  No'.t  York  or  Pennsylvania  State  lines. /22  So   H 
far  as  fluid  milk  is  concerned  the  restriction  is  not  very  important  for  probably   j] 
very  little  milk  v/ould,  under  present  conditions,  move  into  New  York  City  from 
beyond  the  inspected  areas.  But  cream,  which,  compared  with  milk,  combines  greater 
value  with  less  bulk,  can  be  shipped  for  long  distances.   The  effect,  therefore,  of 
the  New  York  inspection  requirements  is  to  bar  v^estern  cream  and  raise  creani  prices 
in  New  York  City J 23 

For  many  tovms  or  cities  the  limitation  of  the  inspection  area  is  on  an   9 
informal  basis.   The  board  of  health,  usually  elected  or  appointed  locally,  may 
find  it  desirable  to  cooperate  with  local  producers  or  distributors  by  limiting 
the  inspection  area.   Sometimes  the  decision  as  to  v/hich  producers  shall  be  inspecte 
is  left  almost  completely  to  the  local  inspector.   He  is  apt  to  be  on  friendly  terms 
with  nearby  producers  (he  is  often  a  producer  himself)  and  likely  to  favor  retaining 
the  local  market  for  local  producers.   The  members  of  one  milk  producers'  associ- 
ation near  a  small  New  England  to;vn  are  reported  to  be  within  a  three-mile  radius 
of  the  town.   No  dairies  are  approved  beyond  this  limit. 

The  local  milk  inspector  even  may  determine  what  producers  he  will  inspect 
on  the  basis  of  retaliation  against  the  limitation  of  inspection  areas  by  other 
authorities.   The  case  is  reported  of  a  Massachusetts  inspector  who  stated  that  he 
would  continue  to  inspect  those  producers  across  the  line  in  Connecticut  who  had 
already  received  licenses,  but  as  Connecticut  was  refusing  to  inspect  dairies  in 
Massachusetts,  he  would  not  inspect  any  new  Connecticut  producers. 

Not  long  ago  an  open  meeting  of  a  iviilk  Control  Board  of  a  certain  New 
England  State  was  reported  in  the  newspapers.  A  manager  of  a  milk  producers' 
association  v7ho  addressed  this  meeting  gave  outspoken  approval  of  market  restriction 
through  health  measures.   The  papers  summarized  his  position  as  follows: 

"The  attitude  of  the  board  of  health  is  the  key  to  success 
in  producing  a  situation  in  which  the  surplus  milk  problem  is  brought 
to  the  vanishing  point.   This  desirable  result  is  produced  by  refusal 
of  the  board  of  health  to  approve  dairies  outside  a  certain  radius." 

A  very  common  practice  in  some  parts  of  the  country  is  to  limit  the  area 
in  which  inspection  is  conducted  at  city  expense.  Beyond  that  limit  inspection 
may  be  afforded  by  city  officials  if  some  outside  agency,  the  producer  or  perhaps 
the  distributor,  bears  the  cost.  Many  cities  have  substantially  this  plan.  Thus 
Cleveland  normally  provides  at  city  expense  inspection  of  the  sources  of  the  milk 
and  cream  supply  which  are  within  100  miles  of  the  city;  Cuba,  New  York,  within  5 
miles;  and  Rochester,  New  York,  within  about  60  miles. 

Certainly  in  many  cases  these  requirements  must  result  in  limiting 
appreciably  the  area  from  which  cream  may  be  secured.   Of  course,  if  a  city  insists 

/22  Report  of  the  Federal  Trade  Commission  on  the  Sale  aiid  Distribution  of  Milk  ar.i 
Milk  Products.  New  York  Area,  75th  Congress,  1st  Session,  House  Document  ^0.  95 
(Washington,  I'j^J) ,    p.  7. 

/23  Spencer,  Leland,  "Practice  and  Theory  of  market  Exclusion  within  the  United 
States, "  Journal  of  Farm  Economics,  Vol.  XV,  p.  1^7. 


that  the  inspection  be  made  by  its  own  officials,  the  expense  of  distant  inspection 
may  become  prohibitive. 

A  number  of  States,  including  Pennsylvania,  I^assachusetts,  Hhode  Island 
and  Connecticut,  provide  for  the  inspection  or  licensing  of  all  farms  shipping  milk 
into  the  State.   The  laws  of  each  of  these  States  seem  to  be  stated  so  that  the 
importations  of  milk  from  outside  the  State  co-uld  be  reduced,  if  a  decision  to  give 
a  larger  part  of  the  State  market  for  fluid  milk  to  local  producers  was  made. 

The  actual  extent  to  which  these  measures  have  been  used  for  this  purpose 
could  be  determined  only  after  an  exhaustive  study.  However,  there  is  at  least  an 
indication  that  the  kinds  of  situations  have  developed  in  some  of  these  States  which 
might  be  expected  to  result  from  restrictive  policies.   For  example,  ice  cream 
manufacturers  of  Pennsylvania  report  they  could  purchase  profitably  western  cream 
for  use  in  the  manui'acture  of  ice  cream,  were  it  not  for  Pennsylvania  inspection 
restrictions.  Leland  Spencer  reported  in  1933  i^^  regard  to  Connecticut  that:   "... 
the  practice  of  market  exclusion  appears  to  have  brought  the  favored  producers  a 
considerably  higher  return."* 

The  Federal  Trade  Commission  report  on  the  "Sale  and  Distribution  of 
:Milk  Products.  Connecticut  and  Philadelphia  Milk  Sheds"  states; /2U 

"There  are  also  indications  that  Connecticut  has  used  its 
milk- inspection  laws  advantageously  in  keeping  out  milk  from  other 
States,  although  it  does  not  admit  this  use  of  its  powers." 

Since  I93I  Rhode  Island  has  had  legislation  requiring  the  inspection  and 
registration  of  farms  producing  milk  for  sale  in  Bhode  Island.  By  an  amendment  in 
Jan\:iary  193^  the  re-registration  of  all  farms  was  required.   In  this  process  62 
registrations  of  farms  were  terminated  in  Connecticut  and  kassachusetts  and  only 
one  distributor  was  re-registered  in  Vermont.   Shipments  of  milk  from  Vermont  have 
been  cut  nearly  in  half  since  1931.   They  have  entirely  ceased  from  New  Hampshire, 
:jand  from  Massachusetts  and  Connecticut  they  have  been  restricted  increasingly  to 
•the  parts  of  these  States  closely  adjoining  Rhode  Island. /25 

One  other  type  of  market  limitation  which  comes  under  the  heading  of 
health  regulations  is  that  having  to  do  with  pasteurization  and  transportation  to 
■market.   In  1932  Utica,  New  York  required  that  no  new  permits  should  be  issued  to 
milk  distributors  unless  they  had  a  processing  plant  within  the  city  limits.  A 
number  of  other  cities,  including  Liilwa^okee,  Wisconsin,  now  have  a  similar  require- 
ment. Hhode  Island  stipulates  that  normally  all  milk  shipped  into  the  State  shall 
go  directly  from  the  farm  where  it  is  produced  to  the  consumer  or  dealer  within 
Bhode  Island.   The  disadvantage  of  this  law  to  farmers  located  any  appreciable 
distance  from  the  Rhode  Islajid  botmdary  is  obvious. 

*  Spencer,  Leland,  "Practice  and  Theory  of  Market  Exclusion  within  the  United 
States,"  Journal  of  Farm  Economics,  Vol.  XV,  p.  I5I. 

/2U  71+th  Congress,  1st  Sess.,  House  Doc  I52,  I935,  p.  90. 

'35.    Fielding,  J.  &. ,  A  Study  of  the  Milk  and  Cream  Supply  of  Greater  Providence, 

1929-31.  Hhode  Island  State  College,  Agricultural  Experiment  Station,  Bulletin 
237  (Kingston,  R.  I.,  I932) ;  Second  Annual  Report  of  the  Department  of  Agri- 
culture and  Conservation,  Rhode  Island,  I936,  p.  Ul;  and  Melder,  F.  E.,  State 
and  Local  Barriers  to  Interstate  Commerce  in  the  United  States,  University  of 
Maine  Studies,  2nd  Series,  No.  U3  (Crono,  Maine,  1937),  p.  II3. 


Once  a  market  restriction  policy  is  applied  to  a  single  product  it  tends 
to  spread  to  similar  commodities.  A  program  of  inspection  having  teen  applied  to 
milk  and  crean  it  was  logical  that ■ it  should  be  extended  to  tutter,  condensed  and 
evaporated  milk,  cheese,  and  ice  cream  mix.   This  is  the  present  trend. 

Peiinsylvania  now  has -a  law  requiring  inspection  of  the  farm  source  of 
supply  of  all  dairy  products  sold  in  the  State.   To  the  extent  that  the  law  is 
enforced  aind  inspection  hy  Pennsylvania  officials  is  required,  a  rather  serious 
"burden  is  placed  on  interstate  commerce.   Ice  cream  manufacturers  V7ho  use  dry  milk 
either -must  use  dry  milk  produced  in  Pennsylvania  or  procure  it  from  companies  who 
have  gone  to  the  expense  of  financing  Pennsylvania  inspection  of  their  western  farm 
sources  of  supply  for  dry  milk.   Even  from  nearby  West  Virginia  there  has  been  no 
little  trouble  in  sending  butter  and  ice  cream  mix  into  the  Pittsburg  market. 

The  city  of  Cleveland,  Ohio,  has  regulations  similar  to  those  of  Pennsyl- 
vania. All  evaporated  and  condensed  milk  sold  in  this  city  must  come  from  farms 
inspected  by  Cleveland  officials.  As  a  result,  at  least  one  company  engaged  in  the 
sale  of  these  commodities  has  had  to  shoiilder  the  expense  of  sending  Cleveland 
inspectors  to  inspect  Wisconsin  farms. 

With  relatively  high  prices  for  fluid  milk  in  many  markets,  a  striking 
increase  in  the  consumption  of  evaporated  and  condensed  milk  has  appeared.  R.  W. 
Bartlett  reports  a  56  per  cent  increase  in  the  per  capita  annual  consumption  of 
these  products  from  1921  to  I937./26  Fluid  milk  producers  have  become  alarmed  and 
legislation  unfavorable  to  evaporated  and  condensed  milk  has  been  adopted  in  some 
States  and  is  strongly  urged  in  others. 

Not  only  have  inspection  requirements  such  as  those  described  above  been 
imposed,  but  in  some  States  a  great  deal  of  pressure  has  been  used  in  efforts  to 
pass  legislation  which  would  forbid  the  sale  of  dry,  evaporated,  or  condensed  milk 
from  herds  unless  they  have  been  certified  as  free  from  tuberculosis.   The  States 
of  Washington  and  Utah  already  have  such  regulations  and  a  number  of  Eastern  States 
have  had  similar  provisions  strongly  urged  in  their  legislatures. 

Various  other  measures  which,  whether  so  designed  or  not,  may  discourage 
the  consumption  of  evaporated  and  condensed  milk,  have  been  adopted.   The  Pennsyl- 
vania State  Department  of  Agriculture  administers  a  law  which  prevents  the  use  of 
dry  milk  in  the  manufacture  of  sausage.   Georgia  has  placed  a  sales  tax  of  5  cents 
per  pound  on  dry  milk  where  the  product  is  used  for  producing  fluid  milk. 

Recently  in  certain  eastern  States  agitation  has  appeared  for  the  passage 
of  State  laws  which  would  require  labels  on  food  products  showing  the  point  of 
origin.  This  would,  of  course,  somewhat  increase  the  cost  of  such  products  as 
condensed  milk  and,  of  course,  make  more  effective  buy-at-home  canpaigns.  The 
similarity  to  our  Federal  requirement  that  all  imports  in  our  foreign  commerce 
must  be  marked  clearly  with  the  country  of  origin  is  striking. 

One  final  aspect  of  the  restrictive  effect  of  health  and  sanitary 
regialations  on  dairy  products  should  be  mentioned.   The  insistence  of  cities  and 
States  upon  their  own  regulations  and  v:£)On   inspection  by  their  own  officials  reaches 
rather  absurd  limits  in  areas  where  production  is  normally  carried  on  for  more  than 
one  market.   Reports  from  ice  cream  manufacturing  plants  in  many  parts  of  the 
cotmtry  indicate  that  farm  sources  of  cream  supply  are  often  subject  to  inspection 

/25  Bartlett  reports  a  spread  of  2  cents  between  a  quart  of  milk  and  a  l^oz.  can 
of  evaporated  milk  in  I92I .   This  spread  had  become  5-3  cents  in  March,  I93S. 
State  and  Federal  Marketing  Activities,  Bureau  of  Agricultural  Economics, 
May  IZ,    193?. 


"by  3i  ^.  01"  even  more  State,  county,  or  city  health  departments. 


In  its  investigation  of  the  New  York  i.alk  Sales  Area  the  federal  Irade 
Commission  found  that: 

"Usually  each  State,  subdivision  of  a  State,  and  municipality, 
insists  on  making  its  own  inspection  and  will  not  accept  inspections  by 
authorities  of  other  jurisdictions.   Operators  of  country  receiving  plants 
and  farmers  supplying  them  sometimes  find  it  necessary  to  submit  to  as 
many  as  seven  or  more  separate  inspections. "/gj 

A  Vermont  State  official  has  written  to  us: 

"The  utter  lack  of  tiniformity  in  inspection  requirements 
among  the  states  into  which  our  dairy  products  are  shipped  is  a  serious 
handicap  to  Vermont  dairy  interests.   It  is  a  source  of  constant 
difficulty  and  annoyance  and  if  these  requirements  coiild  he  made 
uniform  it  would  he  very  helpful  indeed." 

Occasionally  in  certain  parts  of  the  country  a  really  ahsiard  situation 
has  arisen  where  farmers  or  receiving  plant  operators  have  found  that  in  order  to 
conform  with  the  requirements  of  one  authority  they  must  violate  those  of  another. 

We  may  well  raise  a  question  as  to  the  social  desirability  of  this  milk 
legislation.   The  protection  of  public  health  through  proper  sanitary  regulations 
and  license  requirements  is  highly  desirable.  Even  if  such  health  measures  inter- 
fere with  interstate  commerce  and  increase  the  cost  of  milk  to  the  consumer,  few 
people,  I  dare  say,  wotild  raise  serious  objection  if  they  felt  the  public  health 
could  be  protected  in  no  other  way.   But  are  the  two  objectives,  wholesome  dairy 
products  and  free  movement  of  goods  in  interstate  commerce,  mutually  exclusive? 
If  we  desire  one,  must  we  sacrifice  the  other? 

The  more  I  study  the  situation  the  more  convinced  I  become  that  they  are 
not  necessarily  conflicting  ideals.   Time  does  not  permit  a  detailed  discussion  of 
possible  remedial  programs  but  two  general  procedxires  may  be  outlined  briefly. 
Either  one  of  these  would  protect  the  public  health  without  any  necessary  inter- 
ference with  interstate  trade.   Already  a  standard  milk  ordinance  and  code  has  been 
dra^vn  up  and  approved  by  the  United  States  Public  Health  Service  and  the  Bureau  of 
Bairy  Industry,  United  States  Department  of  Agriculture. 

Simply  let  this  standard  be  imposed  by  Congress  on  all  dairy  products 
moving  in  interstate  trade,  (and  all  intrastate  trade  also  if  it  can  be  made  legally 
possible)  and  provide  that  inspection  be  made  by  State  officials  subject  to  general 
supervision  and  check  by  the  Federal  G-overnment.  A  plan  not  unlike  this  is  in 
operation  in  England. 

If,  however,  this  procedure  is  believed  to  involve  constitutional 
difficulties  or  to  give  powers  to  the  Federal  Government  which  should  be  retained 
by  the  States,  then  a  plan  could  be  adopted  which  would  leave  much  more  authority 
with  the  States.  Under  this  program  it  would  be  necessary  to  get  the  States  to 
adopt  the  standard  milk  ordinance  recommended  by  the  Federal  Government  or  to  have 
them  agree  on  some  other  good  code  which  they  covild  work  out  for  themselves.   If 
their  aim  is  really  public  health  (not  market  restriction)  such  agreement,  at  least 
for  a  great  number  of  States,  ought  not  to  be  impossible. 

[3J_  Report  of  the  Federal  Trade  Commission  on  tne  Sale  and  Distribution  of  Milk 
and  i/iilk  Products,  New  York  i/iilk  Sales  Area,  75th  Cong.,  1st  Session,  House 
Doc.  No.  95  (Washington,  1^37),  p.  3- 
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Probatly  under  this  scheme  Federal  inspectors  with  powers  limited  to 
investigation  and  report  would  have  to  be  provided.   Their  duties  would  be  to  report j 
regularly  those  States  whose  inspection  service  was  up  to  the  agreed  standard.   If 
this  were  done  and  the  States  adopted  legislation  permitting  the  entrance  of  dairy 
products  from  all  other  States  reported  by  the  Federal  Government  as  meeting  the 
agreed  mininvun  standards,  then  we  might  realize  the  objectives  of  wholesome  dairy 
products  and  of  free  trade  between  the  States.   If  we  really  desire  these  objectives, 
I  believe  that,  despite  the  difficulties  of  procedure  and  detail  which  always  are 
bound  to  arise,  we  could  work  out  some  kind  of  a  satisfactory  program  along  one  of 
the  lines  suggested  above. 

The  fact  is  that  health  regulations,  so  far  as  they  are  directed  to 
purely  health  objectives,  need  place  no  restraints  on  interstate  or  local  commerce. 
On  the  other  hand,  if  board  of  health  regulations  are  to  be  used  for  protecting 
local  dairy  interests,  then  interstate  trade  may  be  restricted.  A  major  step  forward 
would  be  accomplished  if  States  and  municipalities  would  recognize  and  state  clearly 
the  purpose  of  their  regulations. 

If  after  open  consideration  the  decision  is  made  to  protect  State  dairy 
interests,  then  the  question  may  well  be  faced  as  to  whether  this  should  be  done 
through  health  regulations  or  by  more  direct  means.  At  any  rate,  if  the  purpose  is 
to  protect  public  health  let  that  clearly  appear.   If  the  aim  is  solely  or  in  part 
to  achieve  market  restriction  such  purpose  should  be  publicly  recognized. 

The  larger  question  of  whether  or  not  there  should  be  public  control  of 
the  dairy  industry  in  the  interest  of  stability  and  "orderly  marketing"  I  am  not 
raising  here.   I  simply  wish  to  emphasize  the  fact  that  efforts  to  stabilize  the 
industry  may  hinder  appreciably  the  movement  of  dairy  products  in  interstate 
commerce.   If  we  have  greater  stability,  we  may  have  less  interstate  trade. 

Here  is  a  difficult  problem  of  alternative  objectives  -  and  one  which  in 
the  last  analysis  the  public  must  decide.   If  it  is  decided  that  a  certain  amount 
of  public  control  for  the  purposes  of  stabilization  is  desirable,  even  though  some 
c'ortailment  of  interstate  trade  is  involved,  such  a  decision  ought  to  be  made  only 
after  -caref-olly  weighing  all  the  gains  and  losses  involved.   It  ought  not  to  be 
confused  unnecessarily  with  questions  of  public  health  and  sanitation. 

Conclusion 

I  have  attempted  to  give  you  a  picture  of  the  barriers  to  interstate 
commerce  which  exist  in  certain  fields.  Already  the  problem  has  reached  a  stage 
where  it  is  worthy  of  serious  attention.   If,  as  seems  quite  possible,  the  spirit 
of  State  protectionism  continues  to  grow  and  the  States  adversely  affected  by  such 
legislation  persist  in  the  enactment  of  retaliatory  measures,  the  problem  threatens 
to  become  one  of  major  economic  significance.  As  a  first  step  toward  the  avoidance 
of  this  eventuality,  we  need  a  wider  public  awareness  of  the  situation  and  serious 
study  and  discussion  of  the  issues  involved. 
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FHACTICSS  AM)  POLICIES  TZIa>IIT&  TO  0B3THUCI  INTERSTATE  COfclEHCE 

H.  R.  Varney,  Economist,  Vermont  Agricultural  Extension  Service, 
Burlington,  Vermont 


One  of  the  few  things  atout  which  most  of  us  agree,  in  theory  at  least, 
is  the  desirability  of  unobstructed  interstate  commerce;  the  free  movement  of  goods 
from  state  to  state.   This  unobstructed  movement  of  goods  benefits  consumers  in 
general.   It  makes  it  possible  for  products  to  be  produced  in  areas  where  this  can 
be  done  most  advantageously  and  cheaply.   Such  products  may  be  shipped  to  areas  not 
so  favorably  situated  for  those  partic\ilar  products,  but  perhaps  more  favorably 
located  for  the  production  of  certain  other  products. 

Theoretically,  and  I  think  actually,  tnis  enables  us  to  produce  the 
various  products  where  they  can  be  produced  most  cheaply  and  easily  and  gives  us 
as  consumers  more  things  and  a  higher  standard  of  living.   J\irther  than  this  the 
prevention  of  discrimination  between  states  and  sections  gives  all  of  us,  as 
producers,  equal  rights  to  produce  whatever  we  wish,  subject  of  course  to  differences 
in  available  natural  resources,  abilities  and  transportation  costs. 

The  question  of  unobstructed  interstate  commerce  was  one  of  the  first 
questions  that  confronted  us  as  a  nation.   To  quote  from  Frederic  E.  Kep's  book 
"Equal  Opportunity  For  All":   "The  beginning  of  our  Kation  was  the  coming  together 
into  a  Federation  in  lyS?  of  the  thirteen  original  States.   Each  colony  previous 
to  that  had  had  full  control  of  everything  within  its  borders  as  an  individual 
sovereignty.   The  thirteen  original  states  were  called  together  by  I7ashington,  and 
the  proposition  presented  was  a  commercial  and  not  a  political  one.   From  this  call 
of  Washington  the  Constitution  of  the  United  .States  was  in  I787  the  outcome. 

"There  was  at  that  time  a  condition  of  confusion  in  these  thirteen  original 
states,  there  being  things  that  none  of  them  could  individually  properly  control, 
and  they  were  therefore  compelled  to  give  unto  the  Collective  States  -  the  Federal 
Government  -  certain  of  those  things  vrhich  made  confusion  and  chaos  by  attempt  of 
individual  state  control.   How  did  they  arrive  at  a  conclusion  relative  thereto? 

"They  used  as  a  basis  to  determine  that  which  should  come  under  Federal 
control  and  law,  the  test  as  to  #iether  the  matter  was  of  general  or  universal 
interest  as  opposed  to  local  or  individual  state  interest.   Interstate  commerce 
consisted  of  business  activities  extending  beyond  the  borders  of  any  one  state; 
therefore,  no  one  individual  state  coijld properly  control  same;  hence,  in  I787  the 
Constitution  gave  the  Federal  Government  control  over  all  interstate  commerce." 

Presumably  this  power  was  given  the  Federal  Government  to  insure  that  the 
regulations  governing  interstate  commerce  would  be  uniform  and  to  prevent  discrimi- 
nation between  producers  in  different  states.   This  point  of  view  is  supported  by 
court  interpretation  of  the  constitutional  provision  that  Congress  shall  have 
exclusive  jurisdiction  over  the  regulation  of  interstate  commerce.   It  is  still 
more  forcibly  emphasized  in  the  jealousy  with  which  the  courts  have  guarded  against 
the  development  of  mechanisms  which  would  interfere  with  freedom  of  trade  among  the 
states. 

While  most  of  us  will  subscribe  to  this  principle  and  support  it  most  of 
the  time,  usually  there  comes  a  time  when  it  conflicts  with  our  individual  or  group 
activities  as  producers.   It  may  be  we  have  been  producing  a  product  profitably  for 
some  time  for  a  certain  market.   Suddenly  producers  from  some  other  section,  because 
It  has  been  newly  developed,  because  of  improvements  in  transportation  methods  or 
facilities,  or  for  some  other  reason,  flood  oiir  marketewith  the  same  isroduct  at  a 


lower  price. 

It  may  be  that  we  have  "been  competing  with  other  groups  for  some  time  in 
a  given  market  but  suddenly  we  have  a  depression,  prices  fall,  and  it  becomes 
increasingly  difficult  for  us  to  make  both  ends  meet.   It  may  be  we  are  trying  to 
develop  a  business  for  which  conditions  in  our  area  are  favorable  and  to  get  part 
of  a  market  that  we  have  not  had  previously. 

Whatever  the  occasion  we  try  to  erect  artificial  barriers  to  keep  the 
other  fellow  out,  to  protect  ourselves  and,  of  course,  to  hold  prices  higher  than 
they  would  be  otherwise.   Our  legal  and  commercial  history  is  full  of  such  attempts 
on  the  part  of  individual  producers  or  producer  groups  to  profit  at  the  expense  of 
other  producers  or  of  consumers  or  both.   We  subscribe  to  the  theory  of  free  inter- 
state commerce  and  agree  that  it  would  be  good  for  everyone  but  think  there  should 
be  exceptions  in  our  case. 

Such  practices  and  policies  always  multiply  in  a  period  of  depression. 
For  purposes  of  discussion,  but  at  the  risk  of  calling  down  wrath  upon  my  head, 
suppose  we  question  a  few  of  the  practices  and  policies  existing  at  present.   Let 
us  see  if  they  tend  to  obstruct  interstate  commerce  to  the  profit  of  the  individual, 
or  the  comparatively  small  group  of  producers,  but  at  the  expense  of  other  producers 
and  consTomers.   Do  they  give  free  opportunity  to  all  or  tend  to  reserve  it  for  the 
elect? 
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Since  dairying  is  o-or  most  important  farm  enterprise,  shpjl  "./c  start  with 


I  wonder  if,  strictly  from  a  health  standpoint,  all  our  board  of  health 
requirements  are  necessary  or  if  at  least  part  of  them  may  not  be  for  the  purpose 
of  keeping  out  some  competitors.   I  wonder  if  the  limitation  of  the  area  within 
which  inspectors  will  make  inspections  is  due  primarily  to  cost  or  to  a  desire  to 
limit  the  railkshed  or  the  creamshed.   Would  we  be  willing  to  make  inspections  if 
the  cost  were  borne  by  the  producers  involved? 

What  about  the  federal  order  in  the  Boston  market?   True,  it  is  primarily 
designed  to  facilitate  interstate  movement  of  milk  within  the  milkshed  and  give 
eq-ual  opportunity  to  all  producers,  but  do  its  provisions  for  location  differentials 
carry  out  this  ideal  or  are  they  greater  than  the  difference  in  distance  alone  would 
justify?  Do  they  to  this  extent  provide  artificial  protection  to  nearby  producers 
and  foster  the  growth  of  an  industry  that  could  not  survive  under  conditions  of 
free  competition? 

Fnat  about  state  milk  control  boards  that  insist  that  state  markets  belong 
to  state  producers?  Are  state  producers  the  sole  support  of  state  industries?   Is 
a  dairy  farmer  living  just  inside  a  state  line  any  more  entitled  to  a  share  in  the 
nearby  city  market  than  his  next  door  neighbor  who  lives  just  across  the  state  line? 
Is  interstate  commerce  being  obstructed  slightly? 

I  wonder  if  the  restrictions  and  hign  taxes  imposed  by  some  states  on 
oleomargarine  are  for  the  purpose  of  facilitating  interstate  commerce  and  giving 
equal  opportunity  to  all.   Or  are  they  a  frantic  attempt  by  dairymen  to  stifle  a 
product  which  they  feel  they  or  their  products  cannot  compete  V7ith  openly  and  freely? 

Perhaps  that  is  enough  for  the  dairymen.   Suppose  we  ask  a  question  of  the 
poijltrymen.  Do  you  think  that  the  so-called  "fresh  egg  laws"  protect  primarily  the 
consumer  or  the  nearby  poultryman?  Do  you  think  there  wais  any  feeling  or  hope,  at 
least,  that  these  laws  would  enable  the  nearby  poultryman  to  get  a  greater  premium 
for  his  eggs  than  wotdd  have  been  possible  in  the  open  market  on  the  basis  of 
T^lity  alone?   Is  this  an  obstinaction  of  interstate  commerce? 


±S5 

Perhaps  these  are  questions  enough  to  get  discussion  started.   You  or  I 
could  think  of  a  lot  more.  Dr.  Taylor  has  mentioned  a  number  of  other  cases.   The 
l)ig  question  in  my  mind  is,  do  ve   believe  free  interstate  commerce  to  he  desirable 
and  conducive  to  prosperity  and  a  higher  standard  of  living?   If  we  do  can  we  expect 
to  have  it  and  continue  to  chisel  out  a  preferred  niche  for  ourselves  or  our  small 
group? 


k 


.  uILK  INSPECTION  FOR  SAIJITATIQN  OR  ECOITOMIC  PROTECTION? 

Ken  E.  G-eyer,  General  Ivlanager  Connecticut  Milk  Producer's  Association 
Hartford,  Connecticut 


I  prepared  this  paper  while  travelling,  and  have  had  a  suspicion  that  I 
was  picked  to  discuss  this  subject  because  I  sun  from  Connecticut.   I  have  been 
there  for  three  years.  Previous  to  that  I  filled  a  similar  position  in  the  Liiddle 
West.   There  it  was  the  opinion  of  producers  that  Connecticut  had  a  wall  around  it, 
which  enabled  farmers  to  get  a  good  price  for  their  milk.  After  I  consented  to 
take  the  job  in  Connecticut  I  thought  it  would  be  easy  because  it  was  felt  that 
this  wall  gave  us  a  definite  amoiHit  of  milk,  and  that  there  was  no  serious  milk 
problem.   iJy  opinion  has  changed  considerably  since  meeting  actual  condition  in 
Connecticut. 

From  Dr.  Taylor's  paper  I  vrould  think  that,  even  if  Connecticut  had  a 
wall  around  it,  as  I  had  believed  it  did,  there  still  would  be  definite  problems 
in  this  market.   In  considering  the  question,  "Is  free  and  open  interstate  commerce 
desirable  for  all  products?",  I  suppose  that  my  viewpoint  is  narrower  than  Dr. 
Taylor's.   He  is  dealing  with  all  products  while  I  am  dealing  only  with  milk.   It 
does  seem  to  me  that  one  characteristic  of  milk  has  to  be  recognized  in  the  dis- 
cussion.  That  is  its  perishability.   It  is  such  a  perfect  material  for  the  growth 
of  bacteria  injurious  to  public  health. 

As  you  are  all  familiar  with  that  situation,  it  seems  you  must  first 
consider  whether  restrictive  measures  in  the  matter  of  inspection  are  barriers  set 
up  to  help  local  producers,  or  are  primarily  health  measures.   It  is  desirable  from 
the  standpoint  of  the  average  consiomer  to  have  an  ample  supply  of  fresh  milk. 
Opportunity  to  supply  the  market  should  be  put  on  an  equal  basis.   In  other  words, 
probably  you  all  will  agree,  if  a  producer  in  some  area,  who  is  not  now  s-upplying 
the  local  market,  should  try  to  market  his  milk  there,  an  inspection  should  be 
made  of  his  product  and  of  conditions  existing  at  his  farm. 

Then  the  question  arises,  "Who  should  bear  the  expense?"  Usually  the 
State  or  local  Department  of  Agriculture  or  of  Health  bears  the  cost  of  inspection. 
They  have  a  very  good  idea  of  the  situation  and  know  whether  the  problem  is  one  of 
health  or  economics.  Another  point  is,  "Should  the  question  of  milk  quality  be 
considered  in  the  same  relationship  with  economics?"   I  doubt  if  anyone  will  disagree 
that  there  is  a  direct  relationship  between  the  cleanliness  and  the  quality  of  a  can 
of  milk  as  produced  on  the  farm  and  the  price  the  producer  receives.  He  needs  extra 
money  to  afford  to  meet  health  restrictions. 

Ice  must  be  purchased  or  stored,  if  the  farmer  doesn' t  have  mechanical 
refrigeration.  We  know  in  our  state  when  milk  prices  are  low,  the  producers  many 
times  do  not  purchase  ice.   They  attempt  to  get  along  without  it.   They  deliver  warm 
milk,  which  may  not  be  too  serious.   But  certainly  the  danger  of  bacterial  growth  is 
increased  in  great  proportion.   In  considering  this  situation,  it  sho\ild  be  kept  in 
mind,  that  there  is  a  relationship  between  the  economic  condition  of  the  producer 
and  the  price  which  he  receives  for  his  milk.   It  someticea  develops  into  an  economic 
barrier  at  state  lines  and  elsewhere. 

The  State  generally  inspects  and  registers  all  people  who  sell  milk  in  the 
State.  We  don't  have  the  problem  of  large  vol\ames  moving  in  for  fluid  consiimption. 
However,  some  manufacturing  plants  in  the  State  buy  quantities  for  making  ice  cream. 
We  have  various  city  boards  of  health  which  duplicate  this  inspection  work.  Each 
"iairy  farm  must  be  inspected,  registered  and  certified. 


There  is  some  competetion  "between  the  various  cities,  lie   have  one  state- 
wide cooperative  which  sells  nilk  in  all  markets  in  the  state.  At  the  same  time  we 
have  a  condition  where  the  state  inspector  regulates  our  minimum  standards  for  the 
sale  of  fluid  milk.   Some  cities  require  more.   In  Hartford  there  is  a  sizeatle 
board  of  health  which  does  a  lot  of  farm  inspection  work.  ¥nile  the  various  regu- 
latory agencies  do  not  agree  on  the  things  that  are  necessary  for  the  production 
of  healthful  milk,  they  drift  along  in  the  same  general  direction.   Some  farmers 
are  subject  to  three  or  four  distinct  and  separate  inspection  services.  LiOst  of 
these  inspections  occur  within  two  or  three  months'  time.   It  shows  the  duplication 
of  effort  that  is  being  used.   V/e  think  it  is  an  unnecessary  expenditure  of  the 
taxpayers'  money. 

I  bring  out  this  point  to  illustrate  my  conviction  that  there  has  been  a 
considerable  amount  of  change  in  the  inspection  regulations.   In  the  case  of 
Connecticut  as  a  whole,  we  are  bordered  on  the  west  by  New  York  State  and  on  the 
east  by  Ehode  Island,  which  is  a  vacuum  area.   Connecticut  itself  is  not  a  vacuum 
area  because  we  export  more  than  we  import. 

On  the  New  York  side  we  import  more  milk  thaji  we  export.   If  the  problem 
of  Connecticut  inspection  was  primarily  economic,  certainly  the  tendency  would  be 
to  tighten  regulations  on  the  western  side  of  the  state  where  there  is  a  large 
surplus  of  milk  available  at  the  present  time.   But  on  that  particular  side  of  the 
state  we  import  considerably  more  milk  than  we  export.   On  the  Ehode  IslaJid  side 
there  is  practically  no  importation.   This  is  because  Ehode  Island  is  a  vacuum  area, 
and  imports  milk  from  the  eastern  part  of  Connecticut. 

I  would  like  to  mention  one  other  thing  which  may  be  controversial.   That 
is  Dr.  Taylor's  suggestion  for  a  solution  of  interstate  problems.   In  this  suggested 
solution,  the  field  inspectors  would  be  in  a  position  to  certify  that  the  farmers 
in  our  state  are  living  up  to  the  health  requirements.   We  find  in  our  little 
cooperative,  where  we  are  under  so  many  inspectors,  there  is  a  vast  difference 
between  inspectors  axid  the  treatment  accorded  farmers  by  them. 

In  some  cases  a  man  can't  ship  any  more  milk  unless  he  builds  a  milk  room 
within  so  many  days.   Economics  enters  in  cases  of  this  kind.   Some  dairies  produce 
a  better  quart  of  milk  for  the  markets  in  the  city  than  for  those  in  the  country 
because  city  consumers  have  been  educated  to  expect  a  good  q\iality  of  milk.  More 
producers  should  be  educated  to  realize  that  the  better  equipment  they  have  the 
better  their  business  will  be.   They  should  have  the  interest  of  the  consumer  at 
heart  and  should  try  to  have  milk  laws  interpreted  so  as  to  insure  an  improved  milk 
supply. 

We  would  like  to  have  the  regulations  in  New  England  uniform  and  provide 
for  the  free  movement  of  dairy  products  between  all  our  New  England  States.   I  do 
not  know  how  it  is  to  be  accomplished.   The  cooperatives  are  not  too  keen  for 
increased  competition.   A  cooperative  is  expected  to  maintain  a  high  price.   In 
spite  of  my  very  strong  feeling  that  there  is  considerable  danger  in  restriction 
in  interstate  commerce,  that  economic  factor  cannot  be  overlooked.   We  have  seen 
possibilities  in  the  everyday  marketing  of  milk,  where  a  universal  standing  ordinance 
could  be  put  into  effect  with  satisfactory  inspection  services. 

In  line  with  Dr.  Taylor's  suggestion,  there  is  no  question  but  what  there 
is  a  very  strong  feeling  towards  getting  a  uniform  producer  ordinance.   The  United 
States  Department  of  Agriculture  doesn't  come  in  tmless  authorized,  but  if  they  do, 
they  caji  do  a  good  job.  Possibly  it  is  too  soon  to  expect  the  various  states  to 
adopt  the  standard  milk  ordinance  recommended  by  the  Federal  Government,  but  steps 
along  this  line  shoiild  be  taken.  '      " 
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DISCUSSION 


Mr.  Kiunson;   I  have  a  question  which  perhaps  Mr.  Gayer  could  answer,   i/ir.  G-eyer 
pointed  out  that,  depending  upon  the  economic  condition  of  a  milk  producer,  certain 
leeways  from  conpL- te  compliance  with  the  standards  of  health  requirements  were 
allowed  by  inspectors.   The  inspectors  undoubtedly  feel  that  what  they  require 
assures  a  healthful  supply  of  milk  from  that  particular  farm.   Now,  if  a  supply  of 
milk  which  is  healthful  for  consumers  to  use  is  assured,  why  require  some  producers, 
at  a  greater  estpense,  to  go  beyond  that  standard  for  healthful  milk?  Doesn't  it 
follow  that,  if  we  adopt  a  system  of  inspection,  the  inspection  service  may  go 
beyond  the  necessary  requirements  toward  an  ideal  that  is  more  expensive  for  the 
producer  than  it  should  be?   This  seems  to  be  a  question  that  we  ought  to  be 
studying.   If  we  are  requiring  more  than  is  necessary  to  give  us  good,  wholesome 
milk,  then  the  producer  has  a  right  to  question  that  inspection  service. 

Mr.  Geyer:   Instead  of  setting  up  a  normal  standard  for  milk,  it  seems  that  in 
every  area  the  standard  is  way  up  high.   No  one  has  the  slightest  idea  producers 
can  comply  ^7ith  it,  but  they  tend  by  degrees  to  work  toward  that  standard.   The 
producer  does  not  dare  to  ridicule  the  inspector  or  to  criticize  his  decisions, 
because  the  inspector  has  the  power  to  enforce  greater  regulation. 

l.ir.  luunson:  You  say  the  producer  does  not  have  the  courage  to  question  inspection 
authorities  on  the  standards  set  up.  Do  you  mean  the  individual  or  the  collective 
group?   Isn't  that  a  problem  for  the  group  rather  than  the  individual? 

l«ir.  Geyer;   If  the  group  is  organized  as  a  cooperative,  the  cooperative  is  under 
the  same  restriction  as  the  individual  producer  because  of  membership  reactions. 

Iilr.  iviunson:  Then  we  are  setting  up  a  form  of  control  to  which  we  abdicate  all  o-ux 
rights. 

Llr.  Geyer:   iviost  inspectors  are  reasonably  consistent,  use  some  judgment  in  regu- 
lation, and  have  the  desire  gradually  to  improve  the  milk  supply. 

i..r.  Munson;   Isn't  there  an  opportunity  for  some  studies  by  the  health  administratio 
of  what  is  actually  needed  to  assure  a  good,  wholesome  supply  of  milk,  as  a  basis 
for  training  the  inspection  service? 

Mr.  Geyer;   I  think  that  is  right.  At  the  same  time  they  should  study  all  these 
papers  and  discussions,  which  have  been  presented  here.   If  we  are  going  to  get  the 
most  out  of  the  study,  we  should  try  also  to  arrive  at  an  ideal  standard  as  a 
safeguard. 

Mr.  LI\mson:  All  the  papers  and  discussions  presented  today  involve  many  questions 
which  -.ve  have  not  had  time  to  go  into.   If  we  are  to  get  the  most  out  of  them,  ^76 
should  take  each  of  these  questions  and  give  our  vieTOoints  on  them. 

Mr.  Kelsey;  I  think  there  is  another  factor  of  interest  in  this  connection. 
Cooperatives,  producers,  medical  authorities  and  others  look  forward  to  increasing 
the  consumption  of  milk  and  have,  in  the  inspection  work  already  under  way,  gone 
beyond  the  point  of  protecting  the  supply  so  that  it  will  not  make  people  ill  or 
die.  We  need  to  produce  milk  so  that  it  will  have  appeal.  In  these  days  people 
buy  from  farms  and  other  places  which  look  inviting  rather  than  repulsive.  This 
thought  should  be  kept  in  mind  in  trying  to  increase  the  consumption  of  milk. 

Mr.  LIunson:  Is  it  the  function  of  the  health  authorities  or  of  the  marketing  group 
to  promote  the  use  of  milk? 


Mr.  Kelsey:  Speaking  of  health  authorities,  if  milk  is  a  healthful  product  and  its 
general  use  tends  toward  increasing  health,  then  advertising  and  making  the  product 
appetizing  and  appealing  is  a  point  for  the  farmer  to  consider. 

Mr.  Iviunson:   The  health  authorities  are  particularly  interested  in  promoting  good 
health.   This  rather  than  the  desire  to  increase  sales  of  milk  is  their  reason  for 
encouraging  increased  consumption. 

i,ir.  Brown:   The  discussion  so  far  in  regard  to  sanitary  requirements  seems  to  have 
centered  on  the  municipal,  state  or  federal  regulatory  agencies.   It  is  possible 
that  during  the  past  two  yeai's  the  part  which  the  dealer  is  supposed  to  have  played 
in  developing  more  sanitary  conditions  for  the  production  of  milk  has  lessened. 
The  situation  now  prevails  where  a  dealer,  in  order  to  get  a  supply  of  milk  produced 
under  regulations  which  comply  with  given  requirements,  must  pay  a  grade  A  premium. 
The  question  is  this,  if  the  municipalities  could  agree  or  if  the  state  and  muni- 
cipality could  agree  on  minimum  requirements,  would  prices  he  established  with  those 
minimum  requirements  in  mind.   Then,  if  dealers  chose  to  have  more  exacting  require- 
ments, producers  could  he  put  on  a  classification  basis  and  be  paid  accordingly  for 
meeting  these  higher  standards.   Could  we  establish  what  might  be  called  an 
Optimum  standaird,  and  then  pay  a  premium  for  exceeding  that  standard? 

lir.  Geyer;   Ivly  experience  has  been  that  dealers  usually  attempt  to  raise  their 
standards  above  the  so-called  optimum  without  any  desire  to  pay  an  extra  premi-um. 
I  am  afraid  we  are  getting  away  from  the  main  topic,  which  is  why  these  health 
regulations  are  being  used  as  a  barrier  to  interstate  commerce. 

Mr.  Adams:   I  think  if  we  are  to  get  through  the  session  in  time  for  some  of  you 
people  to  enjoy  your  first  Rhode  Island  shore  dinner,  we  will  have  to  conclude  this 
discussion. 

The  subject  of  marketing,  grading,  and  inspection  is  receiving  much 
attention.   There  are  many  definitions  of  marketing.   One  of  the  oldest  is  this: 
"A  market  is  a  sphere  in  which  price-making  forces  are  in  action,"  The  trouble 
with  this  definition  is  we  do  not  quite  know  what  is  meant  by  the  term  "sphere." 
It  may  be  defined  in  many  different  ways.   You  probably  all  recall  the  old  version, 
"Two  women  and  a  goose  make  a  market."  There  the  sphere  of  activity  includes  two 
people,  one  commodity,  and  implies  an  offer  and  an  acceptance.   It  may  not  have 
been  an  organized  business  place  or  anything  of  the  kind.   Prom  that  time  on  we 
have  had  quite  a  change  in  marketing,  as  our  present  system  of  exchanging  goods 
with  its  many  problems  has  developed. 
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President's  Beport  -  Experience  and  Policy 

George  W.  Lainb,  President 
Springfield  Bank  for  Cooperatives 

Cooperation  is  "tig  "business"  in  the  Northeast.  No^t  England,  New 
York  and  New  Jersey  have  over  TOO  groups  to  market  farm  products,  to  purchase 
farm  supplies,  or  to  provide  special  services  such  as  farm  fire  insurance 
on  a  mutual  basis.  Together  they  serve  675,000  individual  patrons.  Marketing 
and  purchasing  co-ops  do  an  annual  business  of  $190,000,000.  Mutual  insurance 
companies  with  300,000  policyholders  provide  $9,000,000  of  fire  protection. 

In  the  past  five  years,  the  Springfield  Bank  has  provided  credit 
for  I3U  co-ops.  Out  of  this  experience  the  speaker  listed  10  points  "which 
most  cooperative  leaders  have  known  for  a  long  time,  but  which  have  been 
brought  to  us  with  the  force  of  new  knowledge."  His  points  were: 

1.  Tliere  is  no  magic  in  the  word  "cooperation"  since  a  cooperative 
is  a  business  organization  and  m.ust  operate  on  a  business  basis,  the  same 

as  a  private  concern. 

2.  No  cooperative  is  stronger  than  its  Board  of  Directors,  because 
they  are  the  people  who  lay  out  the  policies. 

3.  No  cooperative  can  be  run  by  one  man  alone.  When  it's  a  one- 
man  show,  it's  a  private  business. 

h.     No  farmers'  cooperative  should  be  run  by  people  who  aren't  farmers. 

5.  Every  cooperative  should  give  its  members  full  and  complete 
information  about  the  business,  since  in  the  final  analysis,  the  members 
are  the  people  for  whom  the  cooperative  exists. 

6.  No  cooperative  should  pay  dividends  until  it  is  in  a  strong 
financial  position. 

7.  No  cooperate, ve  should  cut  prices.  Price  wars  lead  to  ruin. 

8.  Every  cooperative  ought  to  bonrow  just  as  little  money  as  it  can. 

9.  Invest  as  little  money  as  possible,  consistent  with  efficiency, 
in  fixud  assets,  such  as  lancT,  buildings,  and  machinery. 

]0.  No  cooperative  is  in  a  safe  financial  position  until  it  owns 
at  least  half  of  its  own  business.   If  its  debts  amount  to  more  than  half 
the  value  of  the  business,  it  may  not  be  able  to  stand  hard  times. 

Commenting  further  on  his  last  point,  the  speaker  said  it  is  now 
a  fixed  policy  of  the  Springfield  Bank  for  Cooperatives  not  to  lend  over 
30%  of  the  total  capital  req.uired  by  a  cooperative.  As  an  ideal,  the  other 
50^  should  be  farmers'  money  --  membership  equity. 
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We  have  more  faith  than  ever  that  a  farmer-owned  and  farmer- controlled 
cooperative,  with  sound  management,  well  financed,  with  loyal  members  and  a 
loyal  board  of  directors,  will  succeed  and  render  real  benefit  to  its  members. 
We  are  convinced  that  the  cooperative  movement  is  one  of  the  chief  means  by 
which  agriculture  will  be  brought  to  a  parity  with  industry  and  labor  --  is 
one  of  the  chief  methods  by  which  agriculture  will  restore  itself  to  a  pros- 
perous level. 

Secretary's  Eeport  -  Eligibility  for  Loans 

A.  B.  Loring,  Secretary 
Springfield  Bank  for  Cooperatives 


New  business  for  the  Springfield  Bank  for  Cooperatives  has  shown 
steady  and  consistent  growth  over  the  past  five  years.  In  1958^  101  cooper- 
atives applied  to  it  for  loans  of  nearly  $5,200,000,  and  212  groups  were 
contacted  in  relation  to  some  phase  of  the  Bank's  services.  Largest  class 
of  borrowers  consisted  of  i^7  mutual  farm  fire  insurance  companies.  Largest 
amoimt  of  money  required  for  any  one  type  of  business  was  $1,500,000  in  coop- 
erative canning  factoriea.  Of  $5,279,700  in  new  loans  approved,  over  85^ 
was  for  working  capital. 

Most  common  difficulty  encountered  by  new  applicants  is  in  showing 
that  their  business  is  controlled  by  farmers  and  will  continue  to  be  so 
controlled.  To  be  eligible  to  borrow,  the  Bank  requires  that  the  cooperative 
should  be  o-vmed  end  controlled  by  farmers.  Even  though  many  groups  start 
out  with  100^  farmer  o^v-nership  and  control,  through  death,  removal  from  the 
territory,  or  discontinuance  of  farming,  the  business  may  soon  pass  into  the 
hands  of  non-farmers,  into  the  hands  of  people  who  are  interested  in  earnings 
rather  than  service  to  the  members.  We  feel  that  the  by-laws  of  every  coop- 
erative should  contain  a  provision  to  give  the  cooperative  a  right  to  acquire 
the  voting  rights  of  non-farmer  members  if  it  becomes  obvious  that  such  action 
is  desirable. 

Another  point  of  eligibility  on  which  some  cooperatives  have  dif- 
ficulty is  the  requirement  that  the  organization  must  do  more  business  with 
members  than  with  non-members.  This  is  simply  to  assure  that  the  cooperatives 
fulfill  their  designed  pui-pose  of  serving  farmers  as  members  rather  than  as 
patrons  of  a  commercial  enterprise . 


Treasurer's  Eeport  and  Op er at ing  Policy  of  the  Bank 

J.  Roberts  Doe,  Treasurer 
Springfield  Bank  for  Cooperatives 


Most  loans  of  the  Springfield  Bank  for  Cooperatives  are  designed 
to  run  for  several  months,  in  some  cases  several  years;  thus  it  is  necessary 
to  keep  closely  informed  on  the  operations  of  each  borrower,  to  be  certain 
of  the  continued  existence  of  the  factors  of  safety  and  soundness  which 
were  required  when  the  loan  was  made. 
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The  fact  that  cooperative  associations  are  business  enterprises 
cannot  he  emphasized  too  strongly.  Thev  must  operate  on  sound  business  bases 
in  order  to  succes3ful.ly  survive  competition  and  to  operate  efficiently. 
The  ability  of  cooperatives  to  repay  loans  may  be  quickly  destroyed  by 
failure  to  follow  accepted  business  procedure. 

It  should  be  a  fundamental  requirement  of  cooperative  associations 
to  have  pixtper  fidelity  bond  protection  on  all  officers  or  employees  who  have 
access  to  money  or  negotiable  securities,  or  who  have  signatory  authority. 
In  requiring  bonrowers  to  carry  proper  surety  protection,  the  Bank  is  only 
asking  that  the  cooperatives  do  what  they  ought  to  for  their  own  protection. 

Similarly;  the  Bank's  requirements  on  fire  insurance,  on  accoimting 
procedure,  and  on  the  preparation  of  periodic  reports  are  only  those  which 
should  give  even  greater  benefit  to  the  cooperative  than  to  the  Bank.  Too 
many  cooperatives  maintain  adequate  accountjng  systems  but  fail  to  make 
adequate  use  of  the  information  thus  made  available.  A  trial  balance  is 
an  Important  feature  but  its  purpose  is  not  to  show  progress.  Entirely 
different  re -arrangement  of  the  figures  in  the  form  of  an  operating  state- 
ment is  needed  to  determine  the  results  of  operations.  A  balance  sheet  or 
operating  statement  based  on  a  book  inventory  is  less  valuable  than  one  which 
contains  figures  from  a  physical  inventory. 

Cooperatives  which  manage  their  affairs  so  that  they  can  present 
clear  and  accurate  reports  on  their  business  are  the  cooperatives  which 
operate  in  accordance  with  every-day  sound  business  procedure  whether  or 
not  they  have  occasion  to  borrow. 

Exactly  82  cooperatives  had  loans  totalling  $U, 505,981. 25  with  the 
Springfield  Bank  for  Cooperatives  on  December  1,  1958.  Against  these  loans, 
reserves  for  possible  losses  have  been  established  in  the  amount  of  $278,500. 

Loans  for  working  capital  axe  now  twice  as  much  as  loans  for  physical 
facilities.  Two  years  ago  the  ratio  was  about  one  to  one. 

Explaining  the  capital  structure  of  the  Bank,  the  speaker  said  the 
United  States  government  has  purchased  80,000  shares  of  the  Bank's  stock  for 
$8,000,000.  On  December  1,  I958,  cooperatives  in  the  Northeast  owned  2,582 
shares  for  $258,200,  and  the  cooperatives  also  had  deposited  $21,900  in  the 
Bank's  guarantee  fund.  Thus  the  cooperatives  have  an  investment  of  $260,100, 
or  0$   of  the  Bank's  capital.  Book  value  of  each  share  of  stock  or  of  each  unit 
in  the  guarantee  fvind,  based  upon  the  balance  sheet,  was  $105.82  at  the  close 
of  1958.  Additions  to  earnings  in  the  first  quarter  of  1959  increased  the 
book  value  to  $10^1.22. 

Income  from  loans  during  195*+  and  1955  cLi<i  not  cover  the  cost  of 
operations,  but  that  situation  has  changed  so  that,  for  the  past  three  years, 
loan  income  has  materially  exceeded  expenses.  Earnings,  including  return 
on  investments,  transferred  to  the  surplus  account  as  of  December  1,  1958, 
amounted  to  slightly  over  $515,000. 

In  five  years  the  Bank  has  made  loans  of  $15 ,  i<-00 ,  000 ,  of  which 
$8,900,000  has  been  repaid.  The  high  point  of  outstanding  loans  was  reached 
in  September,  1958,  at  $5,502,700.   Of  all  advances  during  the  five-year 
period  52^  was  loaned  to  purchasing  cooperatives,  50^  to  co-ops  that  market 
fruits  and  vegetables,  22^  to  dairy  co-ops,  7^  to  mutual  insurance  companies, 
and  9^  to  miscellaneous  types. 

The  following  tvro  pages  show  the  Statement  of  Condition  and  Profit 
and  Loss  Statement  which  the  speaker  presented. 
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Report  for  Farm  Credit  Board  of  Springfield 

Marcus  L.  Urann,  President  of  Cranterry  Canners,  Inc.; 
South  Hanson,  Mass.,  and  Member  of  the  Farm  Credit  Board  of  Springfield 

Biggest  problem  of  cooperatives  is  to  keep  their  individual  members 
adequately  infonned,  declared  Mr.  Urann  in  his  report  as  a  member  of  the  Fajm 
Credit  Board  of  Springfield.  Mr.  Urann  was  elected  to  the  Board  late  in  I938 
by  cooperatives  of  the  Northeast  which  at  that  time  were  stockholders  in  the 
Springfield  Bank  for  Cooperatives. 

Producers  are  experiencing  very  low  prices,  often  below  the  cost 
to  produce.  All  marketing  agencies  are  Just  playing  with  surpluses.  There 
never  was  a  time  when  there  waa  greater  need  for  organized  producers.  If  there 
is  a  surplus,  producers  should  intelligently  distribute  their  products  so 
as  to  avoid  losses.  If  there  is  not  a  surplus  but  Just  a  normal  production, 
then  producers  must  of  necessity  work  together  to  be  recognized  in  the  market 
and  to  distribute  their  crops. 

In  the  Northeast,  with  Its  dense  popuJ.ation,  its  people  trained 
in  economy,  in  a  manufacturing  area  where  a  large  percentage  of  the  foods 
are  Imported  and  where  people  want  quality  products,  there  is  a  wonderful 
opportunity  and  a  positive  need  for  cooperatives. 

Mr.  Urann  spoke  highly  of  the  condition  of  the  cooperatives  of  the 
Northeast.  In  general  they  are  well  managed;  they  are  conservative  borrowers; 
yet  a  cooperative  is  no  stronger  than  the  individual  members  of  which  it  is 
composed,  even  though  the  members  generally  are  conservative  and  saving. 
These  are  all  elements  which  maice  for  the  individual's  and  also  for  the  cooper- 
ative ' s  success . 

He  spoke  especially  of  the  factors  to  help  producers  and  cooperatives 
in  the  Northeast,  like  the  Springfield  Bank  for  Cooperatives,  and  the  Inter- 
mediate Credit  Bank,  paying  high  tribute  to  the  men  who  manage  these  organiza- 
tions, to  their  ability  to  analyze  the  market  and  the  needs  of  the  producers, 
and  their  courage  to  help  the  producers  help  themselves  to  greater  success 
and  profit. 

The  Increased  cost  of  transportation  of  Imported  foods  makes  possible 
a  greater  local  production  of  foods.  Then,  too,  there  is  a  local  pride  and 
and  interest  in  local-grown  foods. 
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The  Ifortheast  Is  a  Good  Place  to  Livg 

E.  H.  Thomaon,  General  Agent 

Farta  Credit  Administration  of  Springfield; 

and  President,  Federal  land  Bank  of  Springfield 

Northeastern  agriculture  is  not  only  diversified  tut  represents  a 
combination  of  hoth  intensive  and  extensive  farming  built  upon  two  to  three 
centuries  of  experience .  It  has  undergone  marked  changes  in  the  past  two  decades 
due  to  the  development  of  competing  areas  of  production,  and  of  new  methods 
of  transportation  and  refrigeration. 

Much  of  the  agriculture  of  the  Northeast  la  of  a  manufacturing  tjrpe; 
the  operator  purchases  raw  materials  --  fertilizer  and  feed  --  and  transfonas 
them  into  products  such  as  milk,  eggs,  vegetables,  and  fruits.  Such  a  type  of 
agriculture  is  peculiarly  subject  to  adverse  price  ratio  by  reason  of  large 
cash  expenditures  and  the  small  part  the  use  of  the  land  plays  in  production. 

The  eight  states  of  New  England,  New  York  and  New  Jersey  represent 
only  4^  of  the  nation's  area  but  possess  20^  of  the  nation's  population. 
With  27i+  cities  of  over  10,000  population  the  Northeast  is  preponderantly 
urban.  Each  of  its  farms  produces  for  70  people  of  whom  65  soce   city- dwellers. 

The  nearness  of  the  farms  to  the  large  consuming  centers  provides  a 
very  real  advantage  in  the  elimination  of  transportation  and  handling  costs  which 
today  make  up  such  a  large  part  of  the  spread  between  the  producer  and  the 
consumer.  On  the  other  hand,  these  same  markets  are  eagerly  sought  by  producers 
in  other  areas  and  only  unceasing  vigilance  and  improved  production  and  marketing 
will  retain  them  for  the  farmers  of  the  Northeast. 

Producers  have  a  very  real  obligation  to  the  consumer  in  lowering 
the  cost  of  production.  If  local  people  are  to  buy  local  products,  they  have 
a  right  to  expect  the  most  efficient  production  possible.  This  applies  partic- 
ularly to  market  milk. 

Few  people  realize  that  more  farm  people  are  Interested  in  income 
on  investments  than  in  low  rates  as  borrowers.  The  rate  of  interest  on  savings 
deposits,  bonds,  and  the  like  is  a  very  important  factor  to  Northeastern  farm 
people.  This  arises  because  of  inherited  accumulated  savings  over  a  long  period 
of  years. 

This  section  has  many  advantages  in  the  way  of  climate,  soil,  and 
educational  institutions,  and  the  experience  of  the  Federal  Land  Bank  of  Spring- 
field in  dealing  with  farmers  in  long-term  mortgages  over  20  years  justifies 
eves- Increasing  confidence  in  the  agriculture  of  the  Northeast. 

Tables  and  figures  were  used  by  the  speaker  to  show  some  trends 
in  production  and  jn  methods  of  preparing  certain  crops  for  distribution  into 
marketing  channels:   (Source:  Agricultural  Outlook  Charts,  1939,  U.S.  Dept. 
of  Agriculture,  October,  1938.) 
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Index  Numbers  of  Acreage  and  Production  of 
17  Leading  Vegetables  for  Markets,  U.  S. 


Index 
niunber 


160 

1 

Acreage 

f 

1 

120 

- 

jJ^^^ 

^ 

^^ 

\Productlon 

80 

^/ 

- 

/  •  -  ' 

1+0 

1     1     .     .     1 

.      1      1      /      .      1 

1920 


1925 


1930 

(l92i+-29  =  100) 


1935 


19^0 


Per  Capita  Production  of  Potatoes  In  U.  S.  Annually 


vvn 


/IaAa 


I    I    1    I I    1    i    I   I 1 I.  I  .1 i_U 


1900        '05  '10  '15  '20  '25  '30  '35        'i^o 


8. 


E.  H.  Thomson,  ^/39  ^^^-3 
Per  Capita  Production  of  Apples  In  U.  S.  Annually 
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Index  Numbers  of  Caah  Farm  Income  from  Fruits 
and  Vegetables  Belated  to  Incomes  of  Industrial  Workers 
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Estimated  Per  Capita  Production  of  13  Leading  Fruits 


Per  Capita  Production 


'19- '23 

'2l|-'26 

'29- '33 

■54- -38 

Crop 

Pounds 

Pounds 

Pounds 

Pounds 

Apples 

71.6 

68.4 

61.2 

56.8 

Citrus,  Total 

30.0 

36.1 

43.0 

58.7 

Grapes 

31.7 

39.8 

35.3 

36.1 

Peaches 

20.4 

22.5 

20.5 

19.6 

Plums  and  Prunes 

8.5 

10.6 

11.4 

14.3 

Pears 

7.5 

9.1 

9.7 

10.9 

Apricots 

2.8 

2.9 

4.0 

5.4 

Strawterries 

2.8 

3.5 

5.3 

3.0 

Cherries 

0.8 

1.1+ 

2.0 

2.1 

Cranberries 

0.5 

0.5 

0.5 

0.4 

Olives 

0.2 

0.3 

0.3 

0.4 

Total 

176.6 

194.9 

189.2 

206.2 

Canned  Fruit  Pack,  U.  S.  1919-I921 
Compared  with  1935-1937 


Commodity 

1919-1921 

Apples  and 

Applesauce 

4.7 

Apricots 

3.8 

Berries 

1.8 

Cherries 

1*3 

Grapefruit 

Olives 

0.2 

Peaches 

9.4 

Pears 

2.7 

Pineapple 

8.0 

Plums  and  Prunes 

0.6 

Salad  and  ( 

Cocktail 

. 

Total 

32.5 

Average  3  Years 
Figures  are  in  Millions  of  Cases  of  No.  2  Cans 

1935-1937 
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Canned  Juices  (Fruit  and  Tomato  Juice) 

United  States,  Including  Receipts  from 

Hawaii  and  Puerto  Elco 


Commodity 

Total  Citrus 

Total  Fruit  Juice 

Tomato  Juice 

Total  Fruit  and 
Tomato  Juice 


Average  5  Seasons 

Figures  Are  in  Millions  of  Cases  of  No .  2  Cans 

'29-'35  '5^- '33  '35-'36  '36- '37  '37- '38 


0.5 
1.5 


5.1 


5.8 
6.5 
6.7 


.13^ 


3.8 
11.1 
11.2 


22.5 


9.0 
20.5 

16.0 


56.5 


11.7 
25.7 
16.2 


39.9 


Output  of  Frozen  Food  Industry 


Item 


Figures  Are  in  Millions  of  Pounds 
1956  1937         1958 


Fruits  and  Vegetables 

(Fruit  Juices  Included) 

156.2 

228.1+ 

284. 6 

Fish 

5i^.3 

112.8 

101.0 

Poultry 

24.8 

27.6 

35.0 

Meat 

1.1 

2.1 

5.1 

Total 

236.). 

570.9 

1.25.7 
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The  "Why"  of  Cooperation 

Howard  W.  Selty^  General  Manager 

Ihited  Farmers'  Cooperative  Ass'n.,  Inc. 

Charlestown,  Mass . 


Northeastern  cooperatives  are  "behind  the  rest  of  the  coiontry  in 
finding  new  uses  and  new  outlets  for  farm  products.  Nevertheless;  cooperatives 
are  generally  more  alert  to  new  husiness  methods  and  less  conservative  than 
the  old  line  dealers  who  preceded  the  cooperatives. 

Although  farmers  are  generally  thought  to  he  conservative  they  are 
usually  quick  to  accept  new  plans  eind  new  methods  which  give  reasonable  promise 
of  return,  since  they  are  ambitious  to  improve  their  standard  of  living. 

For  the  best  interest  of  farmers  in  general,  one  highly  important 
reason  for  the  existence  of  cooperatives  is  that  they  offer  a  basis  for  stan- 
dard of  operation;  they  create  a  criterion  by  which  other  business  may  be 
compared.  When  a  cooperative  is  soundly  operating  in  the  marketing  field, 
for  Instance,  you  will  find  it  establishing  a  basis  of  fair  price  and  a  stan- 
dard of  high  quality. 

The  "why"  of  cooperation  Is  usually  found  in  dissatisfaction  with 
the  earlier  system,  and  In  the  ambition  of  farmers  to  improve  their  standard 
of  living. 


Membership  Relations 

T.  B.  Clausen,  Membership  Secretary 
Cooperative  G.L.F,  Holding  Corp.,  Ithaca,  N.Y. 


Membership  records  are  as  necessary  as  tonnage  and  financial  records 
in  a  cooperative  business.  To  achieve  success,  the  rights  of  the  members 
must  be  nurtured  and  guarded  as  carefully  as  financial  stability.  Every  commun- 
ity ought  to  have  a  local  annual  membership  meeting. 

Since  cooperation  is  a  way  of  doing  business  it  must  be  rim  on  sound 
business  methods,  but  too  much  emphasis  on  the  business  side  makes  the  organiz- 
ation purely  commercial.   If  there  is  too  much  emphasis  on  the  cooperative 
side,  the  organization  becomes  fraternal.  The  problem  is  to  preserve  the 
proper  balance . 

Explaining  the  way  In  which  G.L.F.  Eialntalns  contact  with  its  patrons, 
the  speaker  said  the  management  contixjls  quality  of  the  merchandise  and  cost 
of  services,  it  controls  printed  material  distributed  to  the  patrons,  and 
takes  the  responsibility  for  organizing  an  adequate  annual  meeting. 

Proper  relations  between  local  committee  men  and  the  management  are 
maintained  by  a  series  of  Intimate  letters  each  year  to  the  committee  men,  a 
regional  meeting,  three  local  meetings,  and  one  territory-wide  meeting  of  all 
committee  men  every  season. 

The  proper  relationship  between  management  and  district  men  or  super- 
visors is  maintained  in  the  G.L.F.  organization  by  a  training  course  known 
as  the  "University  of  G.L.F." 
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AdJuPting  the  Operations  of  Cooperatives 
to  Meet  Changing  Economic  Conditions 

E.  A.  Stokdyk,  Deputy  Governor 
Farm  Credit  Administration,  Washington,  D.C. 

Three  "broad  economic  forces  "bear  upon  all  "business,  including  fanners' 
cooperatives,  and  cooperatives  must  face  the  changes  that  new  conditions 
require . 

One  of  these  forces  is  the  slowing  down  in  the  rate  of  population 
growth  In  this  country.  This  will  mean  a  shift  in  food  hat its  accompanying 
the  shifting  of  age  groups  during  the  process  of  reaching  a  stationary  pop- 
ulation; and  changing  food  habits  will  naturally  affect  food-marketing  organiz- 
ations. It  will  also  mean  an  Increase  in  the  unemployment  problem,  since 
those  in  the  employable  age  groups  will  Increase  in  number  while  there  will 
be  less  need  for  expansion. 

The  rapid  shift  of  the  U.S.  from  a  debtor  to  a  creditor  nation  will 
lower  Interest  rates.  Large  sums  of  money,  both  American  and  foreign,  are 
available  for  investment,  to  a  point  where  some  people  predict  the  next  gener- 
ation will  think  that  a  yield  of  2^^  on  a  good  investment  is  about  all  they 
can  expect. 

Both  because  of  this  shift,  and  because  many  foreign  nations  are 
trying  to  become  self-sufficient,  it  will  probably  continue  to  be  difficult 
to  sell  large  quantities  of  agricultural  crops  abroad.  With  the  U.S.  geared 
up  to  supply  a  large  amount  of  agricultural  goods  for  export,  the  problem 
of  over-production  will  continue,  especially  since  it  is  much  easier  to 
expand  than  to  contract  agriculture. 

Expansion  of  our  highway  system  and  inci-eased  use  of  tmcks  will 
mean  the  consolidation  of  the  functions  of  some  cooperatives,  where  one 
group  can  now  serve  an  area  formerly  covered  by  several;  and  in  some  cases 
it  will  mean  the  dissolution  of  certain  organizations.  I  believe  we  should 
not  be  afraid  to  dissolve  a  cooperative  if  it  is  economical  to  do  so.  Both 
the  capital  structure  and  the  personnel  of  a  cooperative  should  be  kept 
flexible  so  that  these  adjustments  can  be  easily  made. 

Cooperatives  should  be  ready  to  offer  new  lines  of  products,  to 
meet  varying  needs  due  to  differences  in  the  income  of  consumers,  who  require 
different  types  and  grades  of  products. 

Moreover,  cooperatives  can  work  closely  with  chain  stores,  and  the 
mass  distribution  thus  made  possible  will  benefit  both  groups  provided  the 
price  factor  is  kept  In  mind.  Individual  farmers  must  also  recognize  that 
they  are  in  danger  of  losing  out  if  they  must  compete  for  a  market  with  groups 
of  farmers. 

Cooperatives  should  take  the  lead  ...  in  pointing  out  that  total 
income  is  more  Important  than  a  high  price  or  even  a  parity  price. 
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The  National-  Picture 

S.  D.  Sanders,  Cooperative  Bank  Commissioner,  Farm  Credit 
Administration,  Washington,  D.C.;  former  Pres.  and  Gen.  Mgr., 
Washington  Cooperative  Egg  and  Poultry  Ass'n.,  Seattle,  Wash. 

Cooperatives  are  teing  built  today  on  a  more  secure  "basis  and  are 
tetter  understood  than  in  former  years.  Wot  only  are  management  and  sound 
financing  receiving  more  serious  consideration,  hut  what  is  prohahly  most 
important  of  all,  farmers  are  coming  to  have  a  practical  imderstanding  of  the 
principles  of  cooperation  and  the  limitations  of  the  cooperative  way  of 
doing  business. 

The  15,000  farmer-owned  and  farmer- controlled  associations  now 
functioning  in  the  U.S.  do  not  represent  a  sudden  or  spectacular  change  in 
the  methods  of  handling  farm  products  and  supplies.  A  few  associations 
date  hack  to  the  ISTO's  and  more  than  2,000  have  been  operating  continuously 
for  more  than  25  years. 

A  sound  and  encouraging  development  is  thst  cooperative  leaders 
today  are  placing  more  emphasis  on  efficient  operation  and  are  getting  away 
from  price  control.  During  recent  years  the  number  of  purchasing  associa- 
tions has  increased  much  more  rapidly  than  the  number  of  marketing  associations, 

Dairy  products  head  the  list  of  all  commodities  handled.  Grain 
ranks  second  and  livestock  third.  Farm  supplies  purchased  by  cooperatives 
represent  approximately  one- third  billion  dollars  a  year. 

All  states  of  the  Union  now  have  special  la.ws  providing  specifically 
for  the  incorporation  of  farmers'  cooperative  associations.  Three- quarters 
of  the  cooperatives  or  over  10,000,  are  Incorporated  under  cooperative  laws; 
13%   are  incorporated  under  general  corporation  laws;  while  10^  are  not  incor- 
porated . 

Equality  In  the  control  of  the  affairs  of  a  cooperative  is  one  of 
the  oldest  principlep. .  The  rule  of  one  man,  one  vote,  is  generally  accepted 
but  is  not  universal.  Sometimes  equality  in  voting  among  the  members  of  a 
capital  stock  cooperative  is  based  on  a  plan  v^hlch  limits  the  number  of  shares 
a  member  may  own.  A  few  associations  use  patronage  as  a  basis  of  voting  rights 
For  the  country  as  a  wholo,  the  tendency  at  the  present  time  is  to  incorporate 
on  a  cooperative  non- stock  basis. 

The  total  amount  of  money  invested  in  purchasing  and  marketing 
associations  amounted  to  more  than  half  a  bil].ion  dollars  in  1956,  and  over 
50^  of  this  money  was  contributed  by  members  either  in  the  form  of  original 
Investment  or  by  allowing  savings  to  be  retained  in  the  associations.  Patron- 
age dividends  of  $25,380,000  were  returned  by  k-,010   cooperative  associations 
to  their  patrons  during  1936,  the  only  year  for  which  complete  figures  are 
available.  These  figures  do  not  represent  the  total  savings  since  part  of 
the  net  earnings  were  retained  to  build  up  the  farmers'  investment. 

Commenting  briefly  on  operations  of  the  Banks  for  Cooperatives,  the 
speaker  said  that  the  12  regional  banks  and  the  central  bank  at  Washington 
have  advanced  nearly  $^20, 000, 000  in  credit  in  the  past  five  years.  Of  this 
amount,  $350,000,000  has  been  repaid  leaving  nearly  $66,000,000  outstanding 

1'+. 


on  March  31,  1959.  This  is  $21,700,000  less  than  the  amount  outstanding         ^ 
at  the  end  of  the  preceding  quarter  and  $16,500,000  lesa  thaji  a  year  ago. 

In  February  of  this  year,  interest  rates  were  reduced  on  operating 
capital  and  on  commodity  loans  made  on  or  renewed  after  February  2U,  1939. 


A  Yankee  Looks  at  Cooperation 

F.  H.  Bro'vm,  Manager,  Veimont  Maple 
Cooperative,  Inc.,  Essex  Junction,  Vt. 


Cooperatives  can  be  the  means  of  putting  purchasing  power  into 
the  little  fellow's  pocket.  I  believe  that  efficient  cooperatives  are  needed 
in  nearly  every  business  in  this  country  to  police  profits  and  thus  prevent 
certain  groups  from  receiving  money  that  they  do  not  earn. 

We,  in  the  Maple  Cooperative,  are  endeavoring  to  do  this,  but  we 
find  that  the  marketing  problems  of  Vermont  farmers  are  not  limited  to  maple 
syrup. 

As  the  result  of  experience  gained  in  marketing  maple  products 
through  chain  stores,  the  spealcer  said  that  his  organization  has  this  year 
been  able  to  arrange  for  markets  for  potatoes,  squash,  turnips,  cabbage  and 
sweet  corn.  We  have  the  chain  stores'  orders  end  we  now  have  farmers  in 
all  sections  of  Vermont  planting  crops,  not  on  a  basis  of  hoping  for  a  merket, 
but  on  a  basis  of  filling  an  order  from  which  they  will  receive  the  highest 
possible  percentage  of  the  consumer's  dollar. 

Insofar  as  our  present  economic  troubles  are  due  to  inability  of  the 
masses  to  purchase  the  products  of  our  industries  and  of  our  farms,  cooperatives 
can  be  one  of  the  greatest  factors  of  recoveiy.  The  speaker  recommended  that 
we  adopt  as  a  platform:  "The  price  of  recovery  is  firm,  frank  and  fearless 
study."  The  forerunner  to  progress  is  study,  and  cooperatives  have  never  had 
such  an  opportunity  as  they  have  today  for  rebuilding  our  economic  system. 

Generally  speaking,  a  good  cooperator  is  a  good  neighbor,  is  a  good 
citizen,  and  a  good  Christian.  You  can  usually  detect  thia  class  of  individuals 
because  they  say  "We  did  it"  instead  of  "I  did  it." 


Cooperatives  and  Chain  Stores 

H.  J.  Evans,  Secretary- Treasurer, 
New  York  Cooperative  Seed  Potato  Ass'n.,  Inc.,  Georgetown,  N.Y. 

Chain  stores  and  producer  cooperatives  can  work  hand  in  hand,  because 
they  both  seek  to  handle  a  large  quantity  of  well-graded  and  uniformly- pack- 
aged products. 

The  New  York  Cooperative  Seed  Potato  association  marketed  table- 
stock  potatoes  this  past  season  through  chain  stores,  independent  grocers, 
commission  men,  and  truckers.  The  chain  stores  bought  in  large  quantities 
and,  there  was  never  any  question  about  the  quality  of  the  potatoes  since 
they  were  inspected  before  delivery  by  state-federal  inspectors  and  delivered 
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with  certificates.   In  addition;  payments  were  prompt  and  automatic 


Cooperatives  naturally  tend  to  pack  well  and  to  ship  merchandise 
in  the  way  chain  stores  want  to  "buy.  For  that  reason,  cooperatives  and 
chain  stores  can  work  efficiently  together,  even  to  the  point  of  going  beyond 
distribution  and  into  the  question  of  studying  consumer  preferencos  and 
demands  to  keep  abreast  of  the  development  in  the  marketing. 


Working  with  Local  Piu-chasing  Cooperatives 

P.  E.  Strisik,  Assistant  Manager,  The  Jewish 
Agricultural  Society,  Inc.,  New  York,  W.Y. 


How  five  local  cooperative  purchasing  associations  have  been  built 
from  small  beginnings  to  big  business  in  the  past  nine  years  was  related 
by  the  speaker. 

The  first,  organized  in  I95O  at  Highstown,  N.J.,  started  with 
seven  subscribers  to  the  certificate  of  incorporation.  Today,  it  has  575 
members  and  in  1933  did  a  business  of  $311,000,  mostly  in  feed.  A  similar 
group  organized  in  Woodridge,  N.Y..  in  1935  begeji  business  with  55  members, 
now  has  I6O  and  a  surplus  of  $10,000.  A  third  group  at  Woodbine,  W.J., 
started  in  1955  with  ?  members  and  at  the  close  of  I938  had  70. 

A  fourth  group  at  Frenchtown,  N.J.,  started  with  kO  members  in  1957 
and  now  has  25O.  Its  business  the  first  yeai-  was  $95,000  and  this  year  it 
expects  to  do  around  $150,000.  The  fifth  unit  is  at  East  Haven,  Conn.   It 
started  in  August  I938  and  by  the  end  of  March  this  year  had  sold  feed  amount- 
ing to  $6h,200.     All  five  of  these  groups  were  materially  assisted  by  lorjis 
from  the  Springfield  Bank  for  Cooperatives. 

All  these  associations  are  run  along  democratic  lines  with  one  vote 
for  each  member.  The  cooperatives  concentrate  their  business  in  the  sale 
of  feed,  farm  supplies  and  equipment,  all  on  a  cash  basis.  They  try  their 
utmost  to  excell  in  quality  of  their  products. 

Conservative  lending  policies  of  the  Springfield  Bank  for  Cooper- 
atives have  exerted  a  great  infl^uence  in  shaping  the  destinies  of  these  groups 


Sound  Flnancia]  Policies 

J.  A.  Coulter,  Treasurer,  Dairymen's  League 
Cooperative  Ass'n.,  New  York,  K.Y. 


Bargaining  power  of  many  dairy  cooperatives  is  less  than  it  should 
be  because  they  have  not,  in  the  past,  operated  on  sound  financial  policies. 
Such  groups  should  build  financial  reserves. 

The  Dairymen's  League  financial  system  is  what  is  loiown  as  a  revol- 
ving fund  plan.  Uniform  amounts  are  deducted  per  hundred  pounds  on  a  monthly 
basis  for  capital  purposes.  These  monthly  deductions  are  accumulated  and, 
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following  the  end  of  the  year^  each  producer  receives  a  certificate  of 
indebtedness  for  the  accumulated  amounts  that  were  deducted  from  his  milk 

i  checks.  This  certificate  is  due  in  10  years  and  hears  5^  interest.  Thus, 

■;  the  capital  is  rotated  on  a  10-year  basis. 

A  provision  in  the  certificates  allows  the  cooperative  to  call 
any  or  all  of  a  series  by  giving  a  month's  notice  before  an  interest  payment 
date.  This  makes  it  possible  for  the  cooperative  to  retain  a  reserve  of 
capital  strength  and  yet  to  reduce  its  total  outstanding  capital  when  such 
reduction  seems  wise. 

If  the  League  were  starting  all  over  again  the  speaker  said  he  would 

favor  changing  the  term  "certificate  of  indebtedness"  to  "certificate  of 

investment"  because  the  certificates  really  do  represent  the  members'  invest- 
ment in  the  property  of  the  cooperative. 

Cooperatives  in  the  milk  industry  in  the  New  York  Milk  Shed  have 
been  working  together  much  more  closely  during  the  past  two  years  than  ever 
before . 


Begional  Markets 

F .  C .  Waite,  Manager 
Capital  District  Cooperative,  Inc.,  Menands,  N.Y. 

Albany  is  a  natural  marketing  center  and  has  been  so  since  the 
earliest  colonial  days,  but  necessity  drove  the  faiiaers  of  that  locality  to 
organize  their  own  cooperative  produce  market.  Marketing  conditions  in  the 
Capital  District  a  few  years  ago  were  such  that,  even  with  a  2k-h.Q\iV  market 
period,  it  was  necessary  for  a  farmer  to  drive  around  the  streets  for  as  long 
as  7  hours  before  finding  a  place  on  the  market. 

Being  the  center  of  a  wide  distributing  area  and  of  a  large  number 
of  growers,  Menands,  just  north  of  Albany,  is  a  natural  location  for  a  regional 
market.  Five  other  points  of  regional,  distribution  in  New  York  State  are 
located  at  New  York,  Buffalo,  Syracuse,  and  Newburgh. 

In  spite  of  tremendous  opposition,  in  the  past  few  years  Capital 
District  farmers  have  established  what  they  considered  the  finest  market  in 
the  East.  The  growers  took  the  initiative  and  had  faith  in  the  project. 
Their  continued  loyalty  to  the  Cooperative  can  be  expected  only  through  practical 
demonstration  that  the  market  is  a  real  benefit  to  them. 

Commenting  on  the  services  such  a  market  can  render  and  tlje  ways 
in  which  it  can  be  developed,  the  speaker  said  he  thinks  opportunities  are 
often  overlooked  to  carry  on  a  constructive  educationa].  campaign  merely  by   ' 
word  of  mouth,  since  the  farmers  gather  frequently  and  in  large  nvimbers     j 
or  their  own  markets. 

Each  year  the  local  Farm  Bureau  sponsors  a  vegetable  school  in  the 
administration  building  at  the  Market.  A  standing  committee  of  the  association's 
members  study  the  problems  of  packaging. 

Believing  that  the  reputation  of  the  market  depends  largely  upon 
the  quality  of  products  which  are  brought  there  to  be  sold,  the  Capital 
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District  organization  is  cooperating  with  the  inspection  service  of  the 
Department  of  Agriculture  to  develop  better  grading. 


The  Dairy  Situation  in  the  Northeast 

Dr.  T.  G.  Stitts,  Assistant  Director  of  Eesearch, 
Farm  Credit  Administration,  Washington,  D.C. 

Although  government  control  is  the  question  upon  which  the  milk 
situation  of  the  Northeast  hinges  at  the  present  time,  there  will  "be  even 
greater  reason  for  producers'  cooperatives  if  a  program  of  state  and  govern- 
ment control  continues  and  is  made  to  operate  in  the  interests  of  farmers. 

The  Supreme  Court  will  not  dispose  of  the  dairymen's  prohlemB;  it 
will  decide  only  whether  the  government,  through  regulation,  can  establish 
and  enforce  minimim  prices.  Regulation  is  simply  a  means  to  an  end  and  cannot 
by  any  stretch  of  the  imagination  be  considered  as  an  end  in  itself. 
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With  regulation  of  prices,  the  principle  still  holds  that  faimers 
ttenefit  more  by  working  together  than  by  acting  individually.  A  marketing 
agreement  can  fix  the  milk  price  but  it  cannot  force  people  to  buy  milk. 
The  Job  of  selling  milk  for  the  farmers  will  still  be  the  cooperative's  Job. 
It  is  entirely  possible  that  cooperative  leaders  will  be  able  to  spend  less 
time  with  actual  price  negotiations  and  devote  more  of  their  energy  to  ex- 
panding the  sales  of  milk  and  to  developing  economies  in  handling  the  supply. 
Economies  in  transporting  and  distributing,  are  as  important  and  significant 
under  control  as  they  are  without  control.  Marketing  agreements  do  not  assure 
farmers  of  a  market  outlet. 

Increasing  milk  production  in  the  Northeast  presents  the  greatest 
problem,  regulation  or  no  regulation.  This  situation  will  bring  renewed 
discussion  of  production  control  programs,  the  speaker  said,  pointing  out 
that  cooperatives  can  perform  valuable  functions  in  advising  farmers  how  to 
adjust  their  production  to  the  market  requirements. 

Perhaps  the  greatest  danger  of  control  in  milk  markets  will  be  a 
tendency  toward  a  decline  in  the  general  interest  in  cooperatives.  Producer 
cooperatives  must  not  be  allowed  to  suffer  since  they  will  be  needed  to  tackle 
such  perplexing  problems  as  the  question  of  production  itself.  Marketing 
functions  which  involve  the  negotiation  of  sales,  the  pooling  of  milk  and  the 
correction  of  market  abuses  will  continue  to  be  responsibilities  of  the  cooper- 
atives. The  promoting  of  the  use  of  milk  and  of  favorable  public  relations 
for  dairymen  will  also  be  left  in  the  hands  of  the  cooperatives.  For  these 
reasons,  the  associations  must  remain  alert  and  they  must  foster  any  innova- 
tions which  give  promise  of  lower  processing  and  distributing  costs. 
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What  l3  a  Sound  Loan? 

D,  Lawrence,  Deputy  Cooperative  Bank  Commissioner, 
Farm  Credit  Administration,  Washington,  D.C. 


A  sound  loan,  as  viewed  "by  the  Bank  for  Cooperatives  is  one  to  a 
progressive,  well-managed  association  which  meets  an  economic  need  in  an 
economic  manner.  As  representatives  of  the  stockholders  of  the  Springfield 
Bank  for  Cooperatives,  this  is  a  vital  question,  the  speaker  told  his  audience, 
"because  it  is  to  your  interest  that  the  Bank  operate  efficiently  and  effectively 
and  avoid  losses. 

Mr.  Lawrence  outlined  four  points  on  which  loans  are  appraised: 

(1)  character  of  the  applicant  with  respect  to  management,  integrity,  and 
past  performance;  (2)  financial  position;  (5)  ahility  to  repay;  (U)  col- 
lateral . 

Collateral  should  he  regarded  as  insurance,  to  be  depended  upon 
only  if  the  "borrower  defaults  in  his  undertaking,  except,  of  course,  in  the 
case  of  those  loans  made  on  the  security  of  commodities  that  are  to  be  liquid- 
ated in  the  normal  course  of  business  and  the  proceeds  of  which  are  to  be 
used  to  pay  the  loan. 

A  basic  requirement  in  financing  a  cooperative  association  is  that 
the  members  have  a  stake  in  the  business.  This  is  necessary,  rmong  other 
reasons,  to  insure  the  members'  continued  Interest  and  patronage. 

A  sound  loan  is  generally  (l)   to  an  eligible  and  worthy  cooperative; 

(2)  sufficient  in  amount;  (5)  amply  secured  by  sufficient  collateral  or 
satisfactory  financial  position;  (k)     for  a  useful  and  legally  eligible 
purpose. 

The  speaker  said  a  worthy  cooperative  is  one  that  performs  a  use- 
ful and  economic  service  for  its  members,  one  that  has  a  capital  structure 
designed  to  provide  assets  necessary  to  conduct  the  business,  has  an  adequate 
and  informed  and  loyal  membership,  capable  directors  and  managers,  sound 
business  policies,  a  record  of  satisfactory  past  performances,  and  an  outlook 
that  does  not  appear  unfavorable. 

These  are  ideals,  find  it  is  not  expected  that  all  cooperatives  that 
are  entitled  to  credit  from  the  Bank  for  Cooperatives  will  measure  up  in 
every  respect  to  this  yardstick.   It  is  necensary,  therefore,  to  balance 
the  weaker  factors  against  the  stronger  and  determine  if  the  stronger  factors 
outweigh  the  weaker  ones. 
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SPECIAL  PEOGRAM  FOR  INSURANCE 
*  *  * 

InBurance  Cooperatives  and  the  Bank 

J.  Roberts  Doe^  Treasurer 
Springfield  Bank  for  Cooperatives 

The  relationship  of  insurance  cooperatives  to  the  Springfield 
Bank  for  Cooperatives  is  the  same  as  that  of  other  types  of  coopera- 
tives-- they  are  all  borrowers  or  potential  borrowers.  The  nature  of 
their  business  is  different,  their  basis  for  credit  is  different;  yet 
those  insurance  cooperatives  which  are  good  credit  risks  find  it  necessary 
to  follow  the  same  sound  business  standards  that  are  expected  of  other 
commercial  enterprises. 

The  Bank  expects  all  borrowers,  whatever  the  nature  of  their 
business,  to  conduct  their  operations  with  businesslike  procedure  and 
efficiency.  Adequate  records  must  be  accurately  maintained  and 
intelligible  reports  prepared  from  the  information  so  compiled.  Every 
cooperative  should  be  able  to  know  at  all  times  where  it  stands  and  what 
its  progress  has  been.  When  a  cooperative's  business  methods  are 
inefficient  or  Inadequate,  the  confidence  of  the  Bank  in  the  cooperative 
is  destroyed. 

The  officers  and  directors  of  insurance  cooperatives  have  very 
definite  responsibilities  -  some  imposed  by  law,  others  Imposed  by  good 
conscience  and  morals.  The  officers  and  directors  in  a  sense  are  trustees 
for  policyholders  and  for  creditors  and  are  morally  bound  to  protect  the 
interests  of  both  classes.  They  are  also  subject  to  certain  responsibllitieE 
Imposed  by  the  Insurance  laws  and,  therefore,  subject  to  penalties  for 
wrong  doing.  Wo  officer  or  director  can  properly  fulfill  his  moral  or 
legal  responsibilities  unless  he  keeps  informed  of  his  company's  status 
and  unless  he  is  in  a  position  to  act,  and  does  act,  when  action  is 
indicated . 

The  directors  are  responsible  if  they  allow  an  inefficient, 
negligent  or  unwilling  secretary  or  other  officer  to  continue  in  office. 
They  are  responsible  if  they  do  not  require  a  proper  audit  of  the  coopera- 
tive 's  books.  They  are  responsible  if  they  do  not  require  proper  fidelity 
bond  coverage . 

The  Bank  expects  its  applicants  for  loans  to  have  directors  and 
officers  who  recognize  the  necessity  of  efficient  and  businesslike 
operations . 


Possible  Additional  Insurance  Services 

L.  M.  Walworth,  Secretary,  Chenango  County  Patron's 
Fire  Relief  Ass'n.,  Norwich,  W.Y. 

Many  farmers  get  along  with  less  insurance  than  they  would  like  to 
carry  because  the  cooperative  fire  insurance  companies  are  limited  in  the 
coverage  they  can  provide,  the  speaker  said,  referring  particularly  to  companieE 
that  operate  on  the  assessment  plan  in  New  York  State . 
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One  vay  to  get  around  thia  is  for  the  assessment  companies  to  reinsure. 
'rogress  has  "been  made  along  this  line,  since  the  Board  of  Directors  of  the 
':;entral  Organization  of  Cooperative  Companies  In  New  York  State  recently  voted 
bo  work  with  the  Surety  Cooperative,  a  company  formed  in  western  New  York 
We  years  ago  to  reinsure  for  a  few  local  companies.  The  plan  on  which  the 
surety  Cooperative  operates  is  "briefly  this:  Each  company  ceding  insurance 
;o  the  reinsurance  company  pays  in  to  the  reinsurance  company  on  its  experience 
jased  on  their  own  losses  for  the  past  four  years. 

Some  companies  organized  before  the  idea  of  reinsurance  was  brought 
)ut  may  have  to  change  their  by-laws  and  possibly  their  charters  to  talce 
idvantage  of  the  services  offered  through  Surety  Cooperative.  In  these  changes, 
le  stated  that  the  New  York  State  Insurance  Department  will  lend  valuable  assistance. 


Social  Security  and  Old  Age  Pensions 

E.  J.  Chase,  Secretary,  Farmers  Mutual  Insurance  Co. 
of  Orleans  and  Niagara  Counties,  Lockport,  N.Y. 

Unemployment  insurance  premiums  on  pre -determined  commissions  of 
iirec tor- agents  who  write  insurance  for  mutual  farm  fire  insurance  companies 
lerely  increase  the  burden  of  expense  to  farmers  without  a  comprehensive 
return.  The  New  York  State  Unemployment  Insurance  Division  has  determined 
that  such  unemployment  insurance  premiums  must  be  paid  in  that  state . 

Insurance  companies  were  organized  by  farmers  in  the  first  instance 
for  mutual  protection  and  each  company's  charter  says  applications  for  insurance 
shall  be  taken  by  directors,  the  speaker  argued.  To  further  reduce  the 
30st  of  insurance,  approximately  5OOO  fanners  have  been  chosen  by  popular 
selection  to  act  on  a  side-line  basis  as  director-agents.  These  director- 
agents  receive  pre-arranged  and  determined  fees  or  commissions,  amounting 
annually  to  $12  to  $200  depending  upon  the  number  of  policies  in  the  agent's 
iricinity. 

These  director-agents  are  independent  contractors,  and  are  not 
obliged  to  spend  any  fixed  amount  of  time  in  the  performance  of  their  work 
and  are  not  obliged  to  follow  orders  with  respect  to  the  prospects  or 
sustomers  to  be  solicited. 
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Accounting  Systems  for  Insurance  Companies 

Dr.  G.  W.  Hedlund,  Ass' t .Professor  of  Farm  Finance 
Cornell  University,  Ithaca,  N.Y. 


A  system  of  records  and  accounts  for  mutual  insurance  companies 
'^las  been  worked  out  at  Cornell  to  provide  a  plan  that  can  be  readily  used  by 
aoet  secretaries,  that  will  give  complete  information,  and  that  will  make  the 
preparation  of  the  annual  report  to  the  State  Insurance  Department  a  simple 
natter . 

It  seems  that  most  companies  need  the  following  information: 
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1.  Exact  record  of  the  contract  with  each  policyholder. 

2.  A  way  of  finding  evei*ything  ahout  a  policy,  starting  either 
with  the  name  of  the  insured  or  with  the  policy  number. 

5.  A  way  of  notifying  policyholders  and  directors  of  the  assess- 
ments to  he  peld. 
k.  A  way  of  notifying  directors  or  agents  of  policies  to  he  renewed. 

5.  A  record  of  paid  and  impaid  assessments. 

6.  A  record  of  directors'  obligations,  if  aixy. 

7.  A  record  of  losses  and  the  details  ahout  them, 

8.  A  record  of  the  current  financial  condition  of  the  company, 
including  details  concerning  investments  and  l-ans. 

9.  A  record  of  the  income  and  expense  incurred  during  any  period 
of  past  operation. 

10.  A  record  of  the  number  of  policies  and  amount  of  Insurance  in 
force  at  any  time,  and  the  changes  therein. 

Because  of  the  variation  in  methods  of  doing  business  between 
companies,  it  is  not  desirable  to  have  precisely  the  same  system  of  r'^c'crrls 
Ln  every  corapany.  However,  we  feel  that  for  most  companies  the  follovng 
records  should  be  kept: 

1.  A  policy  and  assessment  register. 

2.  A  Journal- ledger. 

!•         There  are  about  as  many  different  kinds  of  policy  registers  in  use 
"in  New  York  State  as  there  are  insurance  coErpanieo.  Some  companies  combine 
the  policy  register  with  the  assessment  register.  Others  do  not.  We  thiiik 
that  combining  the  two  into  one  book  saves  much  labor.  We  have  suggested 
that  those  companies  who  operate  almost  entirely  through  their  directors 
jeep  the  policy  and  assessment  register  divided  by  directors.  This  maices 
the  preparation  of  assessment  lists  and  notices  and  expiration  notices 
very  easy  since  all  the  policies  for  a  given  director  are  in  one  place. 

!  This  register  should  provide  a  column  for  each  assessment.  If  the 
(policies  are  for  three  years  then  three  assessment  columns  will  be  necessary; 
if  five-year  policies  are  in  use,  then  five  columns  will  be  needed. 

This  register  also  provides  for  the  recording  of  premiums  paid 
Dr  unpaid,  chaiiges  in  insurance,  reinsurance,  mortgagee,  expiration  date, 
and  all  the  information  usually  needed  about  a  policy. 

I         The  second  important  record  that  should  be  kept  la  a  Joumal- 
I'ledger.  Some  people  would  call  this  a  cash  book.   It  is  a  complete  classi- 
fied record  of  all  receipts  and  disbursements  of  the  company.  Our  suggested 
column  headings  are  those  needed  to  prepare  the  annual  report  in  New  York 
State.  It  is  set  up  on  the  "cash"  as  distinguished  from  the  "accrual"  basis 
since  most  companies  operate  on  this  basis  and  the  New  Yoi-k  Insurance  Dcpart- 
nent  requests  reports  on  the  "cash"  basis.  From  this  record  can  be  summarized 
at  any  time  the  current  financial  condition  of  the  company,  and  the  Income 
and  expenses  for  any  past  period.   Companies  with  trained  bookkeepers  can 
readily  modify  this  form  for  use  as  a  Journal  with  a  separate  ledger. 

Other  supplementary  records  that  we  thinlc  should  be  kept  by  most 
3ompanies  are : 

1.  Note  register. 

2.  Investment  register. 
5.  Loss  register. 

h.   Eecord  of  insurance  in  force. 
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The  note  register  merely  gives  the  detailed  information  atout  the 
"borrowings  of  a  company.  The  investment  register  does  the  same  for  a  compeLny's 
investments .  The  loss  register  gives  the  details  concerning  all  the  fire 
losses. 

The  record  of  instirance  in  force  is  a  record  devised  to  give  a 
perpetual  inventory  of  the  numher  of  policies  and  amount  of  insurance  in 
force.  In  addition,  it  serves  as  a  record  of  the  number  of  policies  and 
amount  of  insurance  written  and  renewed  and  the  number  of  policies  and  amount 
of  insurance  expired  and  cancelled.  For  small  companies  tliia  can  he  summar- 
ized from  the  policy  and  assessment  register.  Large  companies  will  find  a 
record  of  this  type  quite  convenient. 

My  experience  indicates  that  most  companies  keep  the  policy  register 
"by  policy  number  and  file  the  applications  in  the  same  vrny.  Tb.erofore,  they 
need  a  card  index  to  be  able  to  locate  policies  by  the  name  of  the  insured. 
We  suggest  filing  the  applications  in  alphabetical  order  by  name  of  the  policy- 
holder,  thereby  obviating  the  need  for  a  card  index.  A  card  index  of  the 
names  of  individuals  whose  insurance  is  imdesired  for  any  of  a  mmiber  of  reasons 
has  proved  a  valuable  addition  in  some  companies. 

Although  most  companies  do  not  do  it,  we  feel  that  a  carbon  copy 
of  the  information  typed  on  the  policy  is  well  worth  the  effort  required 
to  insert  a  sheet  of  paper  an.d  carbon  when  the  policy  is  tj-^ped.  Unless  this 
is  done,  the  only  record  the  company  has  of  a  contract  is  the  application. 
In  some  companies  where  the  old  application  is  sent  to  the  directors  for  renewal, 
no  record  of  the  contract  is  in  the  office.  For  various  reasons  it  is  poor 
policy  to  send  the  old  application  to  directors. 

The  variations  in  methods  of  doing  business  are  so  great  that  no 
system  of  accounts  can  be  developed  that  will  suit  every  company.  However, 
the  essential  records  are  much  the  same  and  the  details  can  be  easily  adapted 
to  fit  the  method  of  doing  business  in  a  particular  company. 


Improving  Operating  Details 

E.  M.  WhitaJcer,  Assistant  Treasurer 
Federal  Land  B.ank,  Springfield,  Mass. 

From,  his  experience  in  handling  some  90,000  insurance  policies  in 
which  the  Federal  Land  Bank  of  Springfield  is  interested  as  a  mortgagee,  the 
speaker  outlined  suggestions  for  improvements  in  operating  details.  Stating 
that  his  suggestions  would  not  apply  alike  to  all  companies,  he  thought  they 
would  reflect  to  the  advantage  of  some  companies  and  strengthen  their  insurance 
service .  His  points  were : 

1.  Standard  policies  with  standard  endorsem-ents .  Much  has  been 
said  and  accomplished  in  connection  with  standard  policies  but  much  is  yet 
to  be  done . 

2.  A  routine  to  permit  the  prompt  issuance  of  policies  and  the 
prompt  handling  of  renewals. 

3.  Make  certain  that  each  policy  clearly,  definitely  and  without 
question  identifies  the  buildings  insured.  Much  delay,  expense  and  trouble 
could  be  avoided  if  many  needless  errors  were  avoided. 
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h.     Collect  assesements  on  a  pre-paid  basis  and  create  a  surplus  or 
safety  fund.  No  other  feature  can  liaprove  operating  details  as  much  as  the 
adoption  of  this  practice.  The  pre-paid  assessment  plan  and  the  creation  of 
a  surplus  fund  are  not  only  in  keepinc  with  the  times  hut  are  "becoming  an 
actual  necessity  from  the  standpoint  of  mortgagees . 

5.  Classify  risks  for  assessment  purposes  through  periodic  inspection. 
Insurance  companies  should  provide  an  incentive  for  a  good  farmer  to  avoid 
fire  hazards,  and  a  plan  of  classifying  risks  to  accomplish  this  purpose  will 
directly  "benefit  the  insurance  companies. 


Collection  Methods  --  How  They  May  Be  Improved 

C.  N.  Foote,  Secretary 
Rural  Cooperative  Fire  Insurance  Co.,  Wallingford.  "Vt. 

Moat  important  point  in  any  collection  policy  is  that  the  insiirance 
company  must  do  what  it  says  it  is  going  to  do.  We  are  doing  "business  each 
year  largely  with  the  same  persons,  and  it  is  much  easier  if  it  is  generally 
understood  that  that  company  means  it  when  It  says  that  a  policy  is  going  to 
"be  cancelled  if  the  bill  is  not  paid. 

An  ideal  collection  program  would  be  to  have  each  year's  assess- 
ment collected  in  advance.  This  would  eliminate  the  fee  now  required  when 
an  application  is  taken,  and  would  Improve  the  company's  standing  with  mort- 
gagees and  auditors  by  showing  all  insurance  paj.d  for  by  the  end  of  each 
year.   In  plain  English  it  would  eliminate  bad  debts,  which  are  expensive 
in  any  business. 

Explaining  the  collection  program  now  followed  by  his  company, 
the  speaker  said,  on  September  1  we  bill  all  members  for  one  full  year  for  an 
assessment  on  all  insurance  in  force  on  July  1.  This  notice  has  printed  on 
it  in  very  plain  type,  "Ten  per  cent  will  be  added  to  this  assessment  if  not 
paid  before  October  15,  19--." 

A  very  few  days  after  the  15  of  October,  allowing  time  for  the 
mail,  we  send  a  second  notice  with  the  10^  added,  to  those  who  have  not 
paid.  This  notice  plainly  states  that  it  is  a  second  notice  and  emphasizes 
the  need  for  prompt  payment.   If  we  get  no  response  from  this  we  send  a  third 
notice,  giving  the  amoimt  due  and  stating  that  if  it  is  not  paid  before 
December  15  the  policy  will  be  cancelled.   It  also  states  that  this  notice 
is  also  being  sent  to  mortgagees.   If  by  that  time  we  have  had  no  indication 
from  the  policyholder,  we  give  him  special  attention  but  a  notice  of  cancellation 
is  sent  to  take  effect  on  December  50.  Thus  we  report  for  the  year  that  there 
are  no  unpaid  assessments  on  policies  in  force,  nor  do  wo  use  the  amount  as 
an  asset. 

From  this  point  on  each  case  is  treated  individually  and  the  policy- 
holder is  given  to  understand  that  we  want  his  business,  that  the  policy  can  be 
reinstated,  but  that  until  it  is  reinstated  the  company  is  not  responsible  for 
any  loss. 
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Results  of  Eecent  Besearch  in  Insurance 

A.  W.  Peterson,  Assistant  in  Business  Management 
Cornell  University,  Ithaca,  N.Y. 


To  study  the  relationship  tetween  fire  losses  and  economic  factors 
that  affect  farming,  data  were  obtained  for  2,86?  mortgaged  farms  located  in 
11  counties  in  New  York  State .   Information  regarding  the  amount  of  insurance 
carried  on  tuildings  and  the  fires  that  occurred  was  obtained  from  1925 
through  1936,  or  for  as  much  of  this  period  as  possible.  The  land  has  been 
classified  as  to  its  intensity  of  present  and  probable  future  use.  The  more 
Intensively  used  land  has  been  assigned  higher  numbers.  In  general,  the  higher 
land  classes  are  of  higher  quality  for  agricultural  purposes. 

From  the  standpoint  of  a  company  that  writes  fire  insurance,  the 
best  measure  of  risk  is  the  number  of  dollars  of  loss  per  $1,000  of  insurance 
caiTied.  This  combines,  in  one  measure,  frequency  of  losses,  size  of  losses 
and  the  amount  of  ins-urance  carried.  The  average  loss  per  $1,000  of  insurance 
was  markedly  less  on  the  higher  land  classes.  In  Land  Classes  I  and  II,  it  was 
twice  as  large  as  in  Land  Class  TV  (Table  l). 


Table  1  —  Fire  Loss  Eelated  to  Land  Class 
2,867  Mortgaged  New  York  Farms  I925-I956 

Loss  per 
Land  Class  $1,000  of  Insurance 

I  &  II  ^9^06 

III  5.76 

IV  4.55 

V  &  VI  5.99 


Within  each  land  class,  the  farms  on  which  relatively  large  amounts 
of  insurance  were  carried  suffered  relatively  higher  losses  per  $1,000  of 
insurance.  The  loss  per  $1,000  of  insurance  on  farms  in  Land  Classes  I  and  II 
with  less  than  $1,500  of  insurance  per  farm  averaged  two- thirds  of  that 
of  farms  with  insurance  of  $1,500  or  more  (Table  2). 


Table  2  --  Fire  Loss  Eelated  to  Insurance  per  Farm 


2,867  Mortgaged  New  York  Farms 

1925-1956 

Land  Class 

Insurance  per  Farm 

Loss 

per 

$1,000  of  Insurance 

I  &  II 

Under  $1500 
$1500  and  over 

$6.08 
9.38 

III 

Under  $^500 
$4500  and  over 

'+.59 
7.05 

IV,  V  &  VI 

Under  $8500 
$8500  and  over 

2.99 
6.90 
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In  Land  Class  III,  an  Increase  in  the  "turning  ratio"  occurred   ^  V  / 
alcove  $i)-500  of  insurance  per  farai,  while  fanns  in  Land  Classes  TV,   V  and  VI 
with  less  than  $8500  of  insurance  had  relatively  low  ""burning  ratio,"  Apparent- 
ly insurance  men  have  overestimated  the  amount  of  Insurance  that  some  farms 
can  safely  carry.  One  way  to  reduce  fire  losses  is  to  keep  the  insurance 
in  proportion  to  the  value  of  the  buildings  as  a  part  of  the  farm,  rather 
than  to  the  cost  of  replacing  them.  Farms  in  each  land  class  with  relatively 
large  mortgages  not  only  tend  to  have  more  frequent  fires  hut  the  farms  with 
the  largest  mortgages  within  a  given  land  class  tend  to  have  the  higher  fire 
losses  per  $1,000  of  insurance  (Tahle  5). 

Tahle  5  --  Fire  Loss  Eelated  to  Amount  of  Mortgage  Per  Farm 
2,86?  Mortgaged  New  York  Farms,  1956 

Land  Class      Amo\:!nt  of  Mortgage      Losses  per  $1,000  of  Insurance 

I  &  II       $1,000  and  under  $8.0U 

$1,100  to  $5,000  6.75 

Over  $5,000  16.02 

III         $5,000  and  under  4.10 

$5,100  to  $ii,000  4.75 

$4^100  to  $5,000  6.88  ' 

Over  $5,000  10.26 

IV,  V  &  VI      $5,000  and  under  5-52 

$5,100  to  $6,000  3.00 

$6,100  to  $8,000  4.27 

Over  $8,000  8.25 

The  "huming  ratio"  of  the  group  of  farms  with  the  largest  mortgages 
in  each  land  class  was  from  2  to  2-g-  times  the  ratio  of  the  group  with  the 
smallest  mortgages.  An  excessive  mortgage  on  a  farm  often  causes  economic 
hardships.  Under  these  circumstances  farmers  are  less  likely  to  keep  their 
buildings  in  repair  and  to  eliminate  fire  hazards  than  when  under  less  economic 
strain.  The  mortgagee  usually  requires  that  insurance  he  carried  equal  to 
the  amount  of  the  mortgage.  In  most  cases  the  average  insurance  per  farm 
exceeded  the  maximum  mortgage  for  each  group  of  farms .  Under  these  circum- 
stances if  the  debt  cannot  be  met  otherwise,  there  is  a  temptation  to  let 
the  insurance  company  pay  the  mortgage  as  the  renult  of  a  fire. 


Arson  Prevention 

H.  F.  McGlauflin,  Secretary 
Maine  Mutual  Fire  Insurance  Companies,  Presque  Isle,  Me. 


Insurance  should  be  kept  to  a  point  where  no  financial  gain  can 
be  made  by  burning  the  property,  as  a  means  to  prevent  arson  by  the  person 
who  wilfully  sets  fire  for  mercene^ry  gain.  Tlie  way  to  accomplish  this  is 
through  educating  agents  to  a  reasonably  thorougli  kiiow].edge  of  values  so 
they  will  not  over- insure. 

The  speaker  outlined  four  sources  of  arson:  the  pyromaniac,  the 
professional  firebug,  the  person  who  bums  property  for  spite,  and  the  person 
who  bums  property  for  profit.  The  pyromaniac  is  hard  to  deal  with  but  almost 
invariably  he  will  be  at  the  scene  of  the  fire  and  one  of  the  hardest  workers 
in  trying  to  save  personal  property  and  even  assisting  in  putting  out  the 
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I  fire.  As  a  matter  of  prevention,  watch  carefully  any  person  who  is  always   ^  '^ tl^ 
at  the  scene  of  a  fire. 

I         The  professional  firebug  who  works  for  hire  should  be  watched  after 
he  has  been  apprehended  and  released,  since  he  may  feel  that  he  knows  how  to 
avoid  being  caught  the  next  time. 

To  cope  with  the  person  who  burns  for  spite,  the  best  way  is  to 
watch  all  arson  cases  so  closely  and  investigate  them  so  thoroughly  that 
fear  of  apprehension  becomes  a  natural  deterrent. 

Discussing  the  question  of  values  upon  which  agents  should  write 
!  insurance,  the  speaker  said  that  uti.lity  value  is  more  important  than  actual 
cash  value.  For  instance,  a  building  may  be  constructed  so  that  its  cost 
would  be  considerably  more  thaii  its  actual  utility  value  to  its  owner.  The 
same  idea  should  be  applied  to  personal  property,  such  as  contents  of  retail 
stores,  machinery,  etc. 


Windstorm  Insurance 

Dr.  V.  N.  Valgren,  Principal  Agricultural  Economist 
Farm  Credit  Administration,  Washington,  D.C. 


One  of  the  best  ways  to  provide  windstorm  insurance  for  farmers  of  the 
Northeast  would  be  for  the  present  existing  mutual  insurance  companies  to  organ- 
ize one  or  more  specialized  farmers'  mutual  windstorm  insurance  compenies.  An- 
other way  would  be  for  the  present  compf:jiies  to  T^nrite  combined  protection  covering 
windstorm  as  well  as  fire .   In  some  cases  such  portection  would  require  an  amendment 
to  existing  laws,  and  such  insurance  would  require  re-insurance  facilities  for  the 
windstorm  risks . 

Windstorm  insurance  cannot  be  handled  on  a  strictly  local  basis  in  the 
same  way  that  fire  insurance  companies  have  successfully  operated.  VJhere  the  loss 
from  a  fire  is  generally  restricted  to  a  single  building,  windstorms  on  the  other 
hand  are  likely  to  affect  many  farmsteads  or  groups  of  buildings  in  a  given  locality. 

Commenting  on  the  probable  cost  of  such  insurance,  the  speaker  stated  that 
65  mutual  windstorm  insurance  companies  showed  rjmual  costs  for  losses  and  expenses 
of  12.6^  per  $100  during  the  four-year  period  from  I95I-I935.  In  the  Northeast 
with  relatively  less  dponage  from  wind  and  somewhat  more  substantial  buildings,  the 
average  cost  of  insurance  for  losses  and  operating  expenses  should  average  below, 
rather  than  above,  IO9S  per  $100  of  insurance  per  year. 

Windstorm  losses  in  the  8  3tc;.tes  comprising  New  England,  New  York  and  New 
Jersey  totalled  $23,000,000  during  the  22-year  period  preceding  1938,  according 
to  Weather  Bureau  reports;  but  for  the  United  States  as  a  whole  the  figure  for  that 
period  was  $668,000,000. 

Prior  to  the  huxTicane  in  New  England  in  September,  1958,  windstorm  in- 
surance for  farmers  as  well  as  for  other  property  o^mers  in  the  Northeast  was  quite 
generally  overlooked.  Tornadoes,  although  highly  Intense,  usually  follow  a  narrow 
'path  but  they  have  been  reported  in  every  state  in  the  Union.  Tornadoes  occurring 
in  the  Northeastern  states  are  generally  smaller  and  of  less  intensity  than  the  tor- 
nadoes of  the  Mississippi  Valley  and  of  some  southern  states.  The  52  which  occurred 
in  the  eight  states  from  I916  to  1937  caused  nine  deaths  whereas  tornadoes  in  the 
^8  states  of  the  Union  during  the  same  period  killed  5,835  people. 


New  England  Institute  Leaders 
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'ILLARD  A.  MUNSON,  director  of  extension  at  Massachusetts  State  college,  and  Charles  H. 
Merchant,  agricultural  economist  at  the  University  of  Maine,  were  reelected  respectively  Chairman 
and  Secretary-Treasurer  of  the  New  England  Institute  of  Cooperation,  in  Springfield,  June  25,  1940. 

In  addition  to  Mr.  Munson  and  Mr.  Merchant,  executive  members  of  the  Institute  are 
Joseph  E.  Carrigan,  director  of  extension  at  the  University  of  Vermont;  Edmond  A.  Perregaux, 
extension  economist  at  Connecticut  State  college;  John  L.  Tennant,  agricultural  economist  at  Rhode 
Island  State  college;  Harry  C.  Woodworth,  agricultural  economist  at  the  University  of  New  Hamp- 
shire ;  W.  P.  Davis,  general  manager  of  the  New  England  Milk  Producers'  Association ;  and  George 
W.  Lamb,  president  of  the  Springfield  Bank  for  Cooperatives. 

In  the  picture,  seated  left  to  right,  are  Mr.  Merchant,  Mr.  Munson,  and  Mr.  Lamb.  Standing 
left  to  right  are  Mr.  Woodworth,  R.  E.  Moser  and  Adrian  H.  Lindsey,  both  of  Massachusetts  State 
college,  Mr.  Tennant,  Ellsworth  W.  Bell  of  Massachusetts  State  college,  and  Mr.  Perregaux. 
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What  It  Means  to  Be  a.  Bariic  for  Cooperatives 

Albert  G.  Black,  Governor 

Farm  Credit  Administration 

Washington,  B.C. 

In  this  fast-moving  day  which  brings  new  problems  In  marketing  and 
production,  the  farmers'  cooperatives  will  play  a  more  important  part  in  agri- 
culture. Agriculture  will  play  a  more  important  part  in  the  nation  and  its 
national  defense . 

Although  an  unlimited  supply  of  credit  appears  to  be  available  for 
farmers'  cooperative  organizations,  this  may  not  always  be  so;  and  when  the 
pinch  begins  to  be  felt,  they  will  find  their  first  line  of  defense,  so  far 
as  their  capital  needs  are  concerned,  with  the  Banks  for  Cooperatives. 

The  Banks  for  Cooperatives  were  organized  in  1955  in  answer  to  a 
need  for  a  more  extensive  and  decentralized  lending  service  in  whose  ownership 
and  control  the  borrowing  cooperative  association  would  have  a  voice.  Prior  to 
1955  the  ordinary  credit  facilities  available  to  farmers'  cooperatives  had 
never  been  suited  to  the  peculiar  needs  of  a  cooperative  enterprise  in  good 
times  or  In  bad.  Since  the  advent  of  the  Banks  for  Cooperatives  they  have  made 
loans  to  more  than  2if00  cooperative  associations  for  a  total  of  $490,000,000. 
On  the  first  of  19ij-0  there  were  about  $76,000,000  in  loans  outstanding  to 
more  than  I6OO  associations.   In  the  Springfield  district  72  loans  for  a  total 
slightly  over  $4,000,000  were  outstanding  on  the  first  of  the  year. 

One  of  the  services  rendered  by  the  Banlcs  has  been  to  reduce  the  coct 
at  which  your  cooperatives  can  borrow  money.  Some  cooperative  associations  har 
paid  up  to  8^;  in  some  extreme  cases  as  much  as  10^;  and  the  average  rate  on 
short-term  credit  for  the  three-year  period  195^-56  was  about  6^.   Ordinarily, 
co-ops  had  to  renew  their  loans  frequently,  and  their  working  capital  was  oftar. 
sacrificed  to  pay  debts. 

Now  that  the  Banks  for  Cooperatives  have  become  a  more  important 
factor  in  the  money  market,  this  picture  has  been  considerably  altered.  At 
present  they  charge  a  h^o   rate  on  physical  facility  loans,  2^%  on  operating 
capital  loans,  and  1^^  on  short-term  loans  secured  by  marketable  commodities. 
These  low  rates  have  acted  as  a  "yard  stick"  for  other  lenders,  and  by  competi- 
tion they  have  been  forced  to  meet,  or  to  come  much  closer  to  meeting,  these 
rates  than  they  ever  did  in  the  past. 

As  an  example  of  what  this  saving  has  meant  to  one  asfociation  of 
farmers,  a  mutual  irrigation  company  has  been  able  to  reduce  its  annual  water 
charge  from  $8.50  to  $6.00  per  share.  Since  1955  the  net  saving  to  the  member? 
of  this  cooperative  would  be  $134,000  in  Interest  charges  alone.   That  is  what 
it  means  to  be  a  Bank  for  Cooperatives. 

Another  service  of  the  Banks  --  one  not  so  readily  apparent  --  Is  the 
availability  of  these  capital  resources  to  farmers'  associations  wherever  they 
may  be  located.   In  some  instances  there  were  legal  limitations  on  the  size  and 
type  of  loans  that  commercial  banks  could  make.   In  other  cases  credit  difficul 
ties  arose  due  to  lack  of  familiarity  with  the  agricultural  enterprises  in- 
volved or  lack  of  sympathy  with  the  objectives  of  the  enterprise. 
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Those  days,  we  now  feel,  are  behind  us,  "but  let  us  not  get  the  im- 
pression that  ample  supplies  of  credit  at  low  rates  are  an  Open  Sesame  to  pros- 
perity in  the  field  of  agricultural  cooperatives  any  more  than  these  alone  can 
cure  the  economic  ills  we  see  all  around  us.  Credit  may  help  or  it  may  hinder 
an  enterprise,  depending  upon  many  factors,  not  all  of  which  are  economic. 

Let  me  cite  an  example  wherein  a  loan  did  not  prove  to  be  the  panacea 
that  its  makers  hoped.  The  cooperative  was  organized  a  few  years  ago  to  carry 
on  a  difficult  and  teclinical  processing  Job  that  required  a  heavy  investiaent 
in  plant.  The  members  contributed  only  a  small  part  of  the  capital,  and  had 
such  a  small  equity  that  they  never  acquired  the  necessary  sense  of  ownership. 
A  second-hand  plant  was  purchased  through  a  loan  from  the  Bank  on  a  high  ap- 
praisal, and  the  association  began  to  operate  with  very  little  capital  of  its 
own,  and  a  plant  in  poor  condition. 

Under  the  circumstances,  the  inevitable  happened.  Breakdowns  oc- 
curred, requiring  replacements  which  the  Bank  had  to  finance.  One  operating 
loss  followed  another.  Each  year  the  Bank  was  called  upon  to  make  more  ad- 
vances for  repairs  and  replacements.  Burdened  with  debt,  the  members  became 
discouraged,  and  some  abandoned  the  project.  Here  was  a  loaxi  no  sounder  thsji 
the  project  on  which  it  was  based. 

For  every  example  of  this  kind  there  are  hundreds  where  progress  made 
may  be  attributed  to  the  service  of  the  Banks  for  Cooperatives.   The  grape  in- 
dustry in  your  own  section  is  a  case  in  point.   In  193^  a  group  of  growers  de- 
cided it  was  time  to  organize  a  cooperative  to  process  and  sell  their  grapes. 
Economic  necessity  brought  them  together  to  pool  their  resources.   They  raised 
$i<-6,000  among  themselves.   In  spite  of  this  they  had  an  apparently  unfavorable 
ratio  of  invested  capital  to  the  amount  of  money  they  needed  to  borrow.   In 
making  the  loan  the  Bank  took  into  consideration  important  factors  not  found 
on  the  balance  sheet:  the  economic  need  for  the  cooperative  enterprise,  tho 
character  of  the  members,  the  seriousness  with  which  the  venture  was  under- 
taken, and  the  willingness  of  the  growers  to  subscribe  the  initial  capital. 

Since  1955  this  association  has  been  able  not  only  to  return  going 
prices  to  its  members,  but  also  has  contributed  to  the  maintenance  of  higher 
prices  for  all  farmers  in  the  area.  A  year  ago  this  group  had  over  $200,000 
invested  in  their  cooperative,  the  long-tena  loan  made  by  the  Bank  is  being 
consistently  reduced,  and  each  year  the  working  capital  furnished  by  the  Bank 
is  promptly  repaid.   This  is  an  outstanding  example  of  team  work  and  coopera- 
tion between  the  Bank  and  the  cooperative. 

Economic  storms  of  the  early  20 's  and  the  50 's  have  drained  heavily 
upon  the  reserves  of  many  cooperatives.  For  instance,  a  dairy  products  cooper- 
ative found  itself  in  serious  difficulty  in  1955.  A  price  war  had  brought  ser- 
ious consequences  not  only  for  the  cooperative  but  for  the  farmers  as  a  whole. 
The  association  had  a  deficit  of  $22,000,  a  total  debt  of  $85,000,  and  a  narrow 
margin  of  working  capital. 

For  a  balance  sheet  banker  this  association  probably  would  not  have 
looked  like  the  best  credit  risk,  in  1955.  But  the  Bank  for  Cooperatives  went 
further,  and  after  analyzing  the  association's  affairS;  laid  out  a  program  to 
correct  the  defects  it  found.  Part  of  the  program  was  to  be  carried  out  before 
a  loan  was  granted,  and  the  rest  afterward.  For  instance,  before  the  loan  was 
made  the  association  was  required  to  operate  on  a  cooperative  basis  and  adopt 
the  pool  method  for  handling  its  members'  products.  The  association  was  also 
required  to  discontinue  price-cutting,  and  to  deduct  a  reasonable  charge  on 
each  unit  handled  to  build  capital. 
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These  reforms  were  dictated  ty  coranon  sense  and  soimd  cooperative 
principles.   Once  they  were  in  effect;  the  association  received  a  loan  to  re- 
plenish its  working  capital  and  further  fiinds  to  pay  off  its  high  interest  rate 
debt  on  its  plant  and  refinance  that  deht  into  a  long-term  facility  loan.   In 
five  years  memhers'  investment  in  the  association  has  increased  $l^i|-;000,  and 
working  capital  has  improved  ty  $80,00C.  The  Bank's  loan  has  teen  paid  in  full. 

This  cooperative  served  a  real  economic  need^  hut  lacked  a  sound  pro- 
gram and  financial  assistance  geared  to  its  needs.   I  cannot  emphasize  too 
strongly  to  you  that  just  simply  lending  money  is  not  enough.  By  all  means 
lend,  hut  lend  with  a  strong  and  sound  cooperative  program  to  back  it  up.  That 
is  what  it  means  to  be  a  Bank  for  Cooperatives. 

I  want  to  cite  also  the  history  of  a  big  farm  supply  cooperative,  in 
another  district,  which  borrows  large  sums  of  money  from  the  Banks  for  Coopera- 
tives. About  seven  years  ago  it  was  told  by  its  local  bankers  that,  because  of 
economic  conditions,  it  would  be  unable  to  furnish  the  credit  needed  to  carry 
on  its  business  in  seed,  fertilizer,  and  other  supplies.  Undoubtedly  the  con- 
ditions which  obtained  back  in  those  days  were  a  reason  for  the  local  banker's 
decision,  but  reason  or  no  reason,  they  left  a  growing  cooperative  with  a  prob- 
lem that  it  could  not  face  alone. 

That  was  where  the  Bank  for  Cooperatives  came  into  the  picture,  and 
furnished  the  needed  credit  on  a  basis  that  insured  reasonable  safety  for  the 
loan.  The  co-op  has  always  met  its  obligations  and  the  Bank  has  financed  it 
ever  since  the  first  loan.   Its  membership  has  grown  from  20,000  to  88,000, 
the  volume  of  business  is  $12,800,000  where  it  was  only  $2,300,000,  and  the 
net  worth  has  grown  from  $171,500  to  $l,3li+,000.  The  management  of  this  coopei' 
ative  has  told  us  that  the  association  could  not  have  accomplished  this  growtn 
and  rendered  the  service  to  its  members  without  the  assistance  of  the  Bank  for 
Cooperatives. 

The  story  of  this  cooperative  might  be  repeated  again.  At  the  morient 
there  appears  more  than  an  ample  supply  of  credit.  Banks  all  over  the  comi' r;.- 
fairly  bulge  with  money.  We  have  more  gold  than  we  know  what  to  do  with,  iut 
that  does  not  mean  that  ftiis  will  always  be  so,  or  at  least  that  credit  will 
always  be  available  to  you  and  your  organizations  at  the  low  rates  that  now 
obtain.  The  war  in  Europe,  the  concentration  of  man  power  and  machine  power 
to  build  the  national  defense  of  this  countrj'-,  are  bound  to  Increase  the  demand 
for  this  available  capital.  When  the  pinch  begins  to  be  felt  your  cooperatives 
will  find  their  first  line  of  defense,  as  far  as  their  capital  needs  are  con- 
cerned, with  the  Bank  for  Cooperatives. 


Cooperation  Is  the  Way  of  Democracy 

Marcus  L.  Urann,  President 

Cranberry  Canners,  Inc. 

South  Hanson,  Mass. 

The  very  best  crop  that  is  produced  on  earth  is  man  --  a  free  and  in- 
dependent individual  who  chooses  teamwork  because  it  is  most  effective.  Eight 
now  we  are  seeing  the  efficiency  and  the  success  of  dictatorship,  but  with  it 
we  also  observe  that  man  becomes  a  slave. 

If  men  are  to  retain  their  liberty,  and  civilization  is  to  rise,  ther 
the  people  must  choose  a  course  of  procedure  which  is  as  efficient  as  dictator- 


shlp;  while  at  the  same  time  developing  the  individual  into  a  thinking^  logica] 
person  who  can  select  a  way  of  living  which  will  he  of  the  greatest  good  to  the 
greatest  number,,  and  who  has  the  wilful  determination  to  follow  that  course. 

That  means  cooperation,  "but  the  problem  today  is  to  get  all  coopera- 
tives to  cooperate.  Wo  single  industry,  and  no  cooperative  in  a  single  industry 
is  big  enough  to  succeed  alone. 

When  the  various  cooperatives,  efficient  in  their  own  particular  lines 
are  linked  together  in  one  vast  whole  with  the  same  objectives,  and  when  men 
have  the  poise  to  control  themselves  and  choose  the  right  leaders  and  support 
them,  then  cooperatives  will  not  only  be  as  efficient  as  dictatorships,  but 
they  will  develop  a  higher  civilization. 

Cooperation  means  purpose,  power,  progress,  and  peace.  First  a  defi- 
nite purpose;  then  we  need  power;  the  more  power,  the  more  progress,  and  final- 
ly we  have  peace  —  a  peace  and  security  that  comes  only  when  we  know  we  have 
produced  a  crop  of  men  to  carry  on  the  objectives  and  the  ideals  for  which  we 
stand. 

We  have  here  the  leaders  of  cooperation  in  this  area  who  themselves 
are  a  part  of  a  national  movement.  Here  are  assembled  the  experts,  men  of 
ability,  whose  hearts  and  minds  are  devoted  to  a  worthwhile  cause.  As  we  re- 
ceive reports  from  these  men  who  are  on  the  firing  line,  where  the  fire  is 
hottest  and  the  smoke  is  thickest,  our  faith  in  cooperation  is  increased,  our 
confidence  in  its  success  multiplied. 

The  great  power  of  a  dictatorship  is  that  the  leaders  give  orders 
which  the  followers  never  question.  The  advantage  of  a  true  cooperative  is 
that  the  members  choose  their  own  leaders,  and  then  follow  and  support  those 
leaders  not  as  slaves,  but  as  free- thinking  individuals.  The  individual, 
cooperative  member,  must  of  his  free  will  follow  his  leader  with  determinatior. 
zeal  and  persistence  to  match  the  slave  of  the  dictator  who  obeys  because  he 
has  to. 

(This  paper  was  prepared  for,  but  not  delivered  at  the  Conference.) 


Eeport  of  the  President 

George  W.  Lamb,  President 

Springfield  Bank  for  Cooperatives 

Springfield,  Mass . 

Agriculture  in  many  sections  of  the  country  is  facing  a  very  serious 
problem  these  days  because  the  war  in  Europe  has  cut  off  practically  all  ex- 
ports.  In  this  respect  the  Northeast  is  in  a  slightly  better  position  than 
most  sections  since  it  is  a  highly  industrial  area,  and  almost  all  of  its  prod- 
ucts are  consumed  within  a  short  distance  of  the  place  where  they  were  produced 

Cooperatives  in  New  England,  New  York  and  New  Jersey  are  in  the  best 
position  that  they  have  been  at  any  time  since  the  organization  of  the  Bank  for 
Cooperatives  in  195i^.  Many  are  completely  out  of  debt,  and  a  majority  have 
a  satisfactory  balance  between  assets  and  liabilities. 

The  futiure  of  agriculture  and  the  cooperative  movement  in  the  Worth- 
east  is  closely  tied  up  with  the  earning  power  of  the  9^^  of  our  population 
which  is  not  living  on  farms.  Untold  millions  of  dollars  will  flow  into  the 
Northeast  in  the  next  few  months  in  payment  for  war  and  rearmament  orders,  and 
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thus  farmers  of  the  Northeast  probably  can   look  forward  to  at  least  moderate 
improvement  in  both  prices  and  demand  for  the  products  they  produce. 

If  we  are  to  be  prepared  to  properly  take  our  place  in  the  economic 
and  social  life  of  the  nation  we  should  take  advantage  of  the  present  breath- 
ing spell  to  so  consolidate  our  gains  that  even  another  major  depression  can- 
not retard  or  upset  the  basic  soundness  of  our  cooperatives. 

Every  cooperative  should  check  carefully  its  legal  set-\ip  to  be  sure 
of  its  income  tax  exemption.   It  should  be  sure  that  the  rights  of  its  producer 
members  are  fully  protected  with  bylaws  which  provide  for  retirement  of  voting 
rights  when  a  member  ceases  to  be  a  producer. 

This  is  an  ideal  time  to  put  the  financial  house  in  order,  and  this 
can  be  done  first  by  retiring  indebtedness  as  rapidly  as  earnings  will  permit. 
In  addition,  cooperatives  should  build  reserves  as  fast  as  possible  not  only 
to  make  themselves  independent  and  capable  of  withstanding  set-backs,  but  also 
to  tie  the  membership  more  firmly  to  the  cooperative  on  account  of  their  great- 
er equity  in  it. 

If  better  times  are  ahead,  cooperatives  should  avoid  the  pitfalls  of 
"boom"  expansion  in  fixed  assets.   Nothing  is  more  disastrous  than  a  heavy  load. 
of  interest  for  debts  on  physical  property  when  there  is  no  longer  a  need  for 
the  property.  Nothing  can  wreck  a  cooperative  more  surely  than  to  have  its 
working  capital  tied  up  in  fixed  assets. 

This  is  a  good  time  for  a  cooperative  to  cement  its  members  to  the 
organization.  Education  is  the  fundamental  of  cooperation,  and  it  should  cover 
not  only  the  real  purpose  of  the  organization,  but  above  all  its  plan  and  pro- 
gram. An  informed  membership  is  the  best  insurance  a  cooperative  can  have. 

These  are  some  of  the  things  a  cooperative  should  do  to  meet  the  time 
that  are  ahead.  You  in  turn  might  well  ask  what  you  may  expect  from  the  Bank. 

The  best  answer  is  to  look  back  over  the  past.  Since  January  of  193^' 
when  the  Bank  opened  its  doors  in  the  midst  of  the  depression,  most  of  its  worl 
has  been  with  cooperatives  which  were  either  suffering  from  economic  maladjust- 
ment or  slowly  recovering  from  its  effects.  The  Bank  has  attempted  to  be  sj^ti- 
pathetic  in  its  approach  to  these  problems.   It  has  granted  loans  not  solely 
on  the  basis  of  balance  sheets,  but  has  given  weight  to  such  Intangible  assets 
as  membership  loyalty,  vital  need,  and  previous  history.  During  the  6  years 
we  have  made  mistakes.  We  have  loaned  money  to  some  cooperatives  which  should 
not  have  borrowed,  and  to  some  we  have  loaned  too  much.  By  and  large  the  co- 
operatives have  had  a  wholesome  respect  for  their  debts  and  have  met  every  re- 
paynient  program  whenever  possible . 

The  Banks  for  Cooperatives  were  established  as  a  permanent  source  of 
credit  for  agricultural  cooperatjves  and  as  such  they  may  be  expected  to  con- 
tinue. They  have  reasonable  expectation  that  they  will  be  asked  to  return  some 
$60,000,000  to  the  Government,  but  they  will  still  have  plenty  of  capital  for 
current  needs.  We  also  have  been  assured  that  if  greater  needs  arise,  addition 
al  capital  will  be  made  available.  Practically  the  only  effect  of  withdrawing 
the  money  from  the  15  Banks  will  be  to  lessen  their  net  earnings,  and  to  de- 
crease the  rate  at  which  they  build  up  surplus. 

The  agriculture  of  the  future  must  face  problems  of  gigantic  propor- 
tions, and  cooperatives  will  have  an  important  part  to  play  in  finding  solu- 
tions to  them.   Individuals  will  not  be  able  to  cope  with  them  alone,  and  far- 
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mers  will  te  almost  forced  into  cooperatives  regardless  of  their  own  inclina- 
tions. The  futiH-e  will  he  a  difficult  time  for  cooperatives,  hut  with  proper 
legal  set-ups,  with  adequate  memhership  capital,  with  efficient  and  economical 
management,  with  interested  and  wise  directors,  with  loyal  and  well  informed 
memhership.  and  with  an  adequate  and  sympathetic  source  of  credit  there  is  no 
storm  so  great  that  our  cooperative  system  cannot  weather  it,  and  there  is  no 
crisis  so  severe  that  our  cooperatives  cannot  meet  it. 

The  Bank  has  unbounded  faith  in  the  cooperatives  of  this  district, 
and  to  them  it  pledges  its  resources  and  its  service  for  all  the  future. 


Eeport  of  Treasurer  *• 

J.  Eoherts  Doe,  Treasurer 

Springfield  Bank  for  Cooperatives 

Springfield,  Mass. 

While  the  success  of  the  Springfield  Bank  for  Cooperatives,  in  terms 
of  ser^fice  to  agriculture-  is  not  measured  by  its  own  financial  gain,  the  abil- 
ity of  the  bank  to  be  of  service  depends  upon  the  maintenance  of  its  financial 
strength.  During  1959.  loans  of  $5,8^+6,000  were  advanced  and  $5,879,000  was 
returned  to  the  bank  as  repayments  on  loans.  At  the  end  of  the  year,  after 
paying  expenses,  charging  off  losses,  and  making  allowance  for  possible  future 
charge-offs,  the  B.ank  added  $65,555  to  its  earned  surplus,  bringing  its  sur- 
plus account  to  $578,000.  (Note:  the  charts  in  this  report  were  presented  by 
the  speaker.  The  balance  sheet  and  changes  in  the  surplus  account  arising 
from  1959  operations  were  explained  in  detail.) 

It  is  the  fimction  of  the  Bank  to  maize   loans  to  cooperative  assocr^a- 
tions,  loans  that  are  safe,  loans  that  are  sound.   It  is  not  sufficient  to  f.iy 
merely  that  a  loan  shall  be  safe,  or  that  a  loan  shall  be  sound,  for  the  woxds 
"safe"  and  "sound"  are  not  interchangeable  in  use.  A  loan  may  be  safe  yet  'le 
totally  unsound.  Conversely  a  loan  may  be  sound  in  every  respect  except  thet 
it  is  not  safe.  A  loaning  agency  vrhich  remains  content  to  make  safe  but  un- 
sound loans  in  the  long  run  benefits  neither  itself  nor  its  borrowers  and  it  ir 
very  apt  to  Injure  both. 

In  general  a  loan  is  sound  when  Its  proceeds  are  to  be  used  in  the 
normal  conduct  of  the  borrower's  business  in  such  a  manner  that  repayment  may 
be  expected  from  normal  liquidation  of  assets  or  from  earnings,  without  ad- 
versely affecting  the  financial  condition  of  the  borrower  or  its  ability  to 
be  of  service  to  its  members.   It  is  questionable  whether  a  loan  is  sound  if 
its  proceeds  are  to  be  used  in  a  ventiire  which  is  different  from  that  for 
which  the  applicant's  business  was  organized  and  for  which  the  members  have 
contributed  capital.   It  is  probably  true  that  most  farmers  become  members  of 
a  cooperative  because  they  feel  that  they  can  thereby  more  effectively  market 
their  farm  products,  purchase  their  farm  supplies,  or  obtain  certain  farm 
business  services.  Their  capital  contributions  are  made  to  enable  their 
cooperatives  to  accomplish  those  results.  That  capital  should  not  be  risked 
in  enterprises  designed  to  obtain  different  results.  The  purpose  of  an  appli- 
cant's business  and  the  means  necessary  to  effect  that  purpose  must  be  kept 
constantly  in  mind  in  reaching  a  determination  as  to  whether  a  particular  loan 
is,  or  is  not,  sound. 

A  loan  for  the  purpose  of  retiring  invested  capital  may  be  safe  yet 
be  entirely  unsound  if  the  remaining  invested  capital  is  inadequate  to  finance 
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normal  needs  of  the  cooperative  or  to  support  seasonal  "borrowings .  A  loan  for 
the  purpose  of  acquiring  fixed  assets  may  be  safe,  tut,  if  the  acquisition  of 
the  facilities  may  be  expected  to  reduce  the  ability  of  the  borrower  to  make 
adequate  and  competitive  returns  to  its  stockholders  or  patrons,  the  loan  is 
perhaps  not  sound.  A  loan  may  be  safe  in  that  repayment  may  be  enforced  by 
foreclosure  or  other  legal  redress  but  if  the  borrower  does  not  have  an  ability 
to  repay  the  loan  within  a  reasonable  period,  either  from  earnings  or  from 
normal  liquidation  of  assets,  that  loan  is  probably  not  sound.  Eepayment  abil- 
ity arising  from  the  regular  conduct  of  business  is  essential  if  a  loan  is  to 
be  sound. 

While  generally  it  is  sufficient  to  say  that  a  loan  should  be  safe 
for  the  Bank  and  sound  for  the  borrower,  it  is  probably  equally  important  that 
the  loan  should  be  sound  for  other  cooperatives;  that  is,  it  is  doubtful 
whether  a  loan  should  be  made  even  though  safe  if  the  effect  of  it  will  be  to 
create  a  competitive  situation  which  may  be  injurious  to  other  established 
cooperatives  and  which  may  adversely  affect  the  ability  of  those  cooperatives 
to  repay  loans  already  obtained  from  the  Bank. 

It  is  the  responsibility  of  the  Bank  to  assist  farmers'  cooperatives 
to  assist  their  members  as  producers  of  agricultural  products.  Every  word  of 
recommendation  we  give,  every  loan  we  make,  should  be  designed  to  fulfill  that 
purpose.   No  matter  how  attractive  the  expected  financial  return  to  a  coopeia- 
tive,  the  attention  of  its  leaders  and  the  attention  of  this  Bank  must  not  b9 
diverted  from  the  road  to  more  efficient  and  more  effective  marketing  of  agri- 
cultural products,  purchasing  of  farm  supplies,  or  rendering  of  farm  business 
services.  For  the  Bank  that  road  is  very  clearly  marked  by  two  sign  posts: 
Safe  loans,  to  insure  a  continued  ability  to  serve;  and  sovrnd  loans,  because 
only  sound  loans  will  benefit  agriculture. 
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STATEMENT  QF  CONDITION 


DecemTDer  51, 

1939 

ASSETS 

Loans : 

Commodity 

$  266,3hk 

Operating  Capital 

2,968, U27 

Facility 

1,082,329 
J+,317,100 

Less  Reserve 

2i^0,700 

$4,076,^00 

Cash 

758,568 

Cash  Collateral 

23,530 

Investments ; 

U.S. Govt.  Obligations  (Par) 

3,759,900 

Unamortized  Premium 

7^,766 

3,83^,666 

F.I.C.B.  Debentures  (Par) 

100,000 

Unamortized  Premium 

175 

100,175 

Accrued  Interest 

Loans 

30,329 

Less  Reserve 

2,589 

27,7^0 

Investments 

22, ^lU 

Assets  Acquired  -  Liquidation  of 

Loans 

li^,500 

AutoS;  Furniture;  and  Equipment 

(Net) 

5,^3^ 

Other  Assets 

1,016 

TOTAL  ASSETS 

$8,862,  ^i^3 

LIABILITIES  AND  CAPITAL 


Liabilities 

Loans  Eediscounted 

$  240,000 

Trust  Accounts 

1,861 

Liability  for  Cash  Collateral 

23,530 

Accrued  Liabilities 

1,298 

Capital 

Capital  Stock  -  U.S. Govt. 

$8,000,000 

Capital  Stock  -  Cooperatives 

209,^00 

Guaranty  Fund  -  Cooperatives 

7,500 

8,216,900 

Surplus  Earned 

378,85i. 

TOTAL  LIABILITIES  &  CAPITAL 

$8,862,443 

December  3I,  1939 

Total  Commitments  Outstanding 

$1,553  ,.729 
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AMALYSIS  OF  SI3EPLUS  EAENEP  ACCOIJWT 


Balance  as  of  DecemTjer  31,    1933  $315,299 


Add: 

Gain  from  loan  operations  prior  to 

charge-offs  aiid  adjustment  of  reserves 

$  61,572 

Kote  :- 

Loan  Income       $13^,9^1 

Operating  Exp.      73-369 

$  61,572 

Income  from  investments 

90>45 

Gain  on  sale  of  securities  (net) 

7,0i+U 

Recoveries  on  interest  charged  off 

2,835 

Adjustment  of  va].uation  reserves 

U0,3i+2 

Total  Additions 

202,238 

Deduct : 

Charge-off  of  loans  &  interest 

137,770 

Other  losses 

915 

Total  Deductions 

138,683 

Net  addition  for  year  of  1939 

63,5!:=5 

Balance  as  of  Decemher  51,  1959 

$378,8511 

is-^ 


LOANS  BY  STATES 

Balance 

Total  Loans 

Outstanding 

1/1/34  -  12/31/39 

Dec.  51,  1959 

Maine 

$  3,958,591 

$  542,517 

New  Hampshire 

90,790 

16,680 

Vermont 

2,9l8,4ij-2 

495,655 

Massachusetts 

3,825,027 

1,256,000 

Rhode  Island 

83,500 

56,000 

Connecticut 

220,663 

125,472 

New  York 

5,166,766 

1,747,955 

New  Jersey- 

988,959 

98,825 

Total 

$17,255,688 

$4,517,100 

LOANS  BY  COMMODITIES 

Balance 

Total  Loans 

Outstanding 

l/l/5if  -  12/51/39 

Dec.  51,  1959 

Dairy 

$  3,07^^,685 

$  574,855 

Fruits  &  Vegetables 

5,865,739 

1,127,198 

Farm.  Supplies 

5,576,9^' 

1,895,863 

Fire  Insurance 

1,557,282 

122,715 

Farmers'  Markets 

451, 1^7 

275,795 

Cold  Storage  &  Warehous 

3s        547,525 

220,728 

Poultry 

102,918 

21,000 

Tobacco 

119,500 

72,000 

Farm  Products 

400,7^5 

7,770 

Other 

1,200 

1,200 

Total 

$17,255,688 

$4,317,100 
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Beport  of  Secretary 

A.  B.  Loring,  Secretary 

Springfield  Bank  for  Cooperatives 

Springfield^  Mass. 

To  obtain  the  necessary  information  so  the  Springfield  Bank  can  maJce 
sound  and  constructive  loans,  we  must  study  a  cooperative  organization  from  the 
beginning  of  its  history.  This  study  we  break  into  three  parts:  membership, 
management  and  money. 

We  are  interested  in  knowing  when  your  cooperative  came  into  exist- 
ence and  why.  Did  the  organization  grow  out  of  a  real  need  of  the  farmers? 
Some  of  you,  remembering  certain  so-called  cooperatives,  will  understand  why 
we  view  with  some  skepticism  a  cooperative  which  has  been  sold  to  the  farmers 
rather  than  having  been  built  by  farmers  out  of  their  own  needs. 

We  like  to  look  at  the  history  of  a  cooperative  and  see  that  it  has 
prospered  and  grown,  that  it  has  met  changing  conditions  and  continued  to  fill 
a  need  and  render  service  to  its  members.  We  like  to  know  what  sort  of  reputa- 
tion your  organization  has  enjoyed.  Has  it  been  a  thorn  in  the  side  of  local 
business  and  constantly  open  to  attacks?  Has  it  had  the  cooperation  of  its 
members  and  earned  the  esteem  of  local  business?  Has  it  shown  willingness  to 
cooperate  with  cooperatives  and  others  to  better  the  condition  of  agriculture? 

Knowledge  of  the  history  of  a  cooperative  and  the  history  back  of  it 
is  essential  for  a  thorough  understanding  of  the  problems  of  its  farmers. 
Sound  Judgments  cannot  be  arrived  at  unless  there  is  such  understanding,  based 
on  history. 

Membership  relations  make  cooperative  enterprise  different  from  the 
more  common  proprietary  and  corporate  enterprise.  A  cooperative  exists  only 
for  its  members  Just  as  a  democracy  exists  for  its  people.  Without  the  whole- 
hearted and  intelligent  support  of  its  members,  both  cease  to  exist. 

Since  a  cooperative  depends  so  entirely  on  its  members  for  its  con- 
tinued existence  we  must  know  as  much  as  possible  about  that  membership.  Has 
it  grown  or  declined?  Who  are  the  members?  Are  they  farmers,  patronizing 
their  own  business?  Are  they  other  cooperative  associations?  What  part  of 
the  total  business  is  done  with  member  owners?  Is  this  a  real  cooperative  or 
is  it  merely  a  business  run  by  a  few  fa.rmers  or  others  for  their  own  personal 
benefit? 

We  are  also  interested  in  the  agreements  that  exist  between  the  asso- 
ciation and  its  members.  Contracts  necessarily  vary  a  great  deal,  and  some- 
times ai^e  not  desirable  at  all.  We  look  to  membership  contracts  to  assure  the 
cooperative  adequate  volume  of  products  for  efficient  operation,  and  adequate 
basis  for  retaining  within  the  association  all  of  the  funds  necessary  for  its 
continued  operation.  These  considerations  are  of  especial  importance  with  a 
new  cooperative  which  has  no  history  of  operation  and  with  cooperatives  that 
present  new  situations  to  farmers.  We  want  to  know  that  the  farmers  go  into 
a  cooperative  wholeheartedly  and  not  with  their  fingers  crossed.  Since  a 
cooperative  depends  on  its  membership,  we,  and  the  cooperative,  should  be 
assured  that  the  membership  will  not  disappear  with  the  first  sign  of  stormy 
weather . 
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For  an  association  to  merit  the  support  of  its  membership  it  must 
keep  its  members  informed.   It  is  ridiculous  to  expect  an  intelligent  farmer 
to  give  loyal,  unquestioning  support  to  an  activity  concerning  which  he  is 
totally  uninformed.  The  Bank  stands  ready  to  help  all  of  you  in  any  way  it 
can  in  improving  your  membership  relations.  The  help  we  can  give  will,  of 
course,  he  somewhat  limited^  hut  we  most  certainly  will  feel  flattered  whenever 
you  call  on  us. 

We  want  to  know,  too,  about  the  individual  who  is  entrusted  with  the 
management  of  your  cooperative,  and  in  the  event  that  there  'is  some  particular 
management  problem  involved  we  endeavor  to  find  out  as  much  as  possible  about 
it.  Offhand  it  might  appear  that  it  would  be  adequate  to  know  the  individual 
himself  and  something  aboiit  his  experience  and  success  in  carrying  on  the  work, 
but  for  many  cooperatives  this  is  far  from  the  complete  picture.  Some  coopera- 
tives function  without  any  one  in  a  position  which  may  be  termed  "manager", 
and  we  have  had  the  umfortunate  experience  of  dealing  with  at  least  one  cooper- 
ative that  was  burdened  with  5  managers , 

We  like  to  know  as  much  as  possible  about  the  directorate,  for  the 
real  management  rests  in  the  board  of  directors.  It  hires  and  fires  the  oper- 
ating manager,  and  sets  the  policy  and  determines  the  course  which  the  coopera- 
tive is  to  follow. 

Considering  the  method  of  operation  of  a  cooperative,  we  want  to  kno-- 
about  affiliations  with  other  organizations.  Will  those  affiliations  affect 
its  marketing  or  purchasing  program?  Sales  and  credit  policies  are  also  impor- 
tant to  us.  The  finding  of  adequate  sales  outlets  and  the  problem  of  extendin 
credit,  if  it  is  necessary,  are  by  no  means  easy  to  solve. 

With  cooperatives  which  sell  all  of  their  product  to  one  organizatior 
the  question  naturally  arises  as  to  whether  the  cooperative  should  seek  alt'vr- 
native  outlets  in  case  their  existing  outlet  may  either  fail  or  endeavor  to 
capitalize  on  its  position  as  the  sole  outlet.  Sales  and  credit  problems  of  a 
cooperative  organization  parallel  very  closely  those  of  any  other  business 
except  in  the  case  of  a  purchasing  organization,  when  we  must  consider  sales 
in  relation  to  the  members.   In  a  marketing  organisation,  it  is  necessary  for 
a  member  to  realize  that  he  is  the  owner  of  the  business  and  that  he  cannot 
expect  it  to  prosper  if  he  demands  more  of  it  than  it  earns.   It  is  sometimes 
extremely  difficult  to  show  a  member  why  it  is  not  possible  to  pay  him  the 
probable  full  proceeds  for  the  product  which  he  has  delivered  to  the  coopera- 
tive. 

We  have  always  believed  that  orderly  marketing  of  a  cooperative's 
product  will  in  the  long  run  be  most  profitable.  We  have  always  felt  that  a 
cooperative  should  not  engage  in  speculative  practices  but  should  market  its 
products  as  consistently  as  possible  throughout  the  marketing  season.  Those 
who  want  to  speculate  must  expect  to  lose  as  well  as  to  gain,  and  generally 
farmers  and  their  cooperatives  are  not  in  any  position  to  tak:e  such  chances. 

Purchasing  and  pricing  policies  of  purchasing  associations  are  impor- 
tant in  several  respects.  Most  cooperatives  are  not  so  situated  that  they  can 
invest  money  in  inventory  on  the  mere  hope  of  a  rise  in  the  market.   In  pricing 
two  factors  should  be  borne  in  mind:  (l)  the  gross  margin  should  be  sufficient 
to  meet  the  association's  expenses,  and  (2)  the  pricing  should  be  as  near  as 
possible  to  competitive  prices  in  order  not  to  cause  an  undesirable  competitive 
situation.  Price-cutting  is  an  open  invitation  for  a  competitive  war,  and  in 
many  instances  the  proprietary  business  is  better  equipped  to  weather  such  a 
war. 
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In  a  service  cooperative^  such  as  a  mutual  insurance  company^  each 
year's  assessment  should  he  adequate  to  meet  all  the  liahilities  of  the  company^ 
and  it  is  the  generally  unlimited  atility  of  these  companies  to  assess  that 
makes  them  such  fine  credit  risks. 

Marketing  cooperatives  compete  in  obtaining  the  product  which  they 
handle,,  and  compete  in  selling  it.   In  selling^  a  cooperative  meets  the  same 
sort  of  competition  as  the  proprietary  concern  and  quite  often  we  find  coopera- 
tives competing  with  one  another  for  markets.  We  have  always  advocated  more 
cooperation  "between  cooperatives  in  this  respect. 

Probably  our  most  important  problem  in  obtaining  information  so  the 
Bank  can  make  soimd  loans,  is  the  study  of  the  cooperative  aspects  of  the  indi- 
vidual organization.  The  first  consideration  is  the  legal  eligibility  of  the 
cooperative.  To  determine  this,  we  must  have  a  certified  copy  of  the  certifi- 
cate of  incorporation  and  of  the  by-laws.   One  special  requirement  makes  it 
necessary  for  you  to  have  a  provision  to  eliminate  the  voting  control  of  non- 
farmers.  This  can  be  done  in  various  ways.   In  the  case  of  stock  cooperatives 
which  already  exist,  the  simplest  way  is  to  provide  that  the  cooperative  shall 
have  the  right  to  purchase  at  par  or  book  value,  whichever  is  less,  the  stock 
of  all  persons  who  cease  to  be  producers  of  agricultural  products .   In  the  case 
of  stock  cooperatives  which  are  just  being  formed  it  is  generally  also  possible 
to  provide  that  non-producer  stockholders  lose  their  voting  rights  even  though 
the  association  does  not  elect  to  repurchase  the  stock. 

An  administrative  requirement  is  that  marketing  associations  must 
have  the  ability  to  witliioldfrom  the  sales  proceeds  whatever  sums  are  necessary 
to  meet  all  expenses,  debt  amortization,  and  to  establish  reserves. 

In  studying  your  cooperative,  if  we  see  that  it  is  an  organization  of 
farmers,  for  farmers,  and  by  farmers;  if  we  see  that  it  is  well  managed,  thct 
it  has  an  active  and  well  informed  directorate,  that  its  membership  is  loyal; 
if  we  see  that  its  method  of  operation  is  such  as  to  insure  its  continued  ex- 
istence, and  that  it  is  accomplishing  really  worthwhile  results  for  the  agri- 
culture of  its  community  --  then,  so  far  as  the  Secretary  of  this  Bank  is  con- 
cerned, a  loan  to  your  organization  caji  be  heartily  recommended. 


Farmers  Do  Cooperate 

F.  B.  Bomberger,  President 
Baltimore  Bank  for  Cooperatives 
Baltimore,  Md. 

Agricultural  cooperatives  now  constitute  America's  biggest  business. 
Some  2,000,000  fanners,  or  a  third  of  all  the  growers,  ranchers,  and  dairymen 
in  the  U.S.,  are  members  of  farmers'  cooperative  purchasing,  marketing,  and 
servicing  associations.  The  10,900  cooperatives  to  which  these  farmers  belong 
do  an  annual  business  of  nearly  $2,500,000,000,  have  assets  of  $510,000,000, 
and  a  net  worth  of  $287,000,000. 

Rightly  understood  and  appreciated  the  co-op  is  the  most  effective 
tool  or  implement  the  farmer  has  to  work  with.  Yet  only  a  third  of  the  coun- 
try's farmers  are  cooperators.  This  is  because,  by  and  large,  farmers  do  not 
understand  the  intrinsic  difference  between  the  cooperative  and  the  ordinary 
business  unit. 
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In  the  business  luiit^  the  principal  consideration  is  capital  contri- 
■bution,  with  control  ty  capital.  Profit  for  capital  is  the  prime  motive.   In 
the  cooperative,  the  important  factor  is  memhership  patronage  with  control  by 
members.   If  a  co-op  is  to  succeed,  the  members  must  assvme  responsibility  for 
its  patronage,  its  capital.,  its  control,  exid  its  management.   If  the  members 
fail  in  anjr  of  these  responsibilities,  the  co-op  is  thereby  weakened  and  may  be 
destroyed. 

As  in  government,  eternal  vigilexice  is  the  price  of  liberty,  so  in 
cooperation,  assianption  of  responsibility  for  management  alive  to  the  interests 
of  the  member  is  the  foundation  for  cooperative  success. 


Cooperatives  and  the  Farmer 

William  H.  Martin,  Dean  and  Director 

College  of  Agriculture,  Eutgers  University 

New  Brunswick,  New  Jersey 

A.gricultural  cooperatives  are  new  estimated  to  serve  more  than  a 
third  of  the  Ration's  farmers  and  from  one-half  to  two-thirds  of  those  in  the 
Northeast.  They  have  had  much  of  their  success  because  of  three  accomplish- 
ments; they  have  smoothed  the  road  from  producer  to  consumer,  equalized  the 
farmer's  bargaining  power,  and  placed  primary  emphasis  on  service. 

In  the  future  cooperatives  must  be  careful  to  see  that  their  size 
remains  consistent  with  efficiency,  and  they  must  guard  against  poor  management 
abuse  of  power,  and  particularly  against  the  breakdown  of  the  educational  pro- 
cesaes.  When  this  educational  function  breaks  down  --  when  the  employees  or 
members  of  a  co-op  forget  why  they  are  working  together  --  failure  is  just 
around  the  comer. 

Biggest  problem  of  farmers  now,  and  the  greatest  opportunity  for  co- 
operatives, lies  in  the  field  of  distribution,  and  in  helping  the  American 
public  to  tighten  up  their  belts  for  their  common  protection.  The  time  may  be 
coming  when  there  will  be  a  great  reawakening  of  the  homely  virtue  of  thrift. 
When  that  day  comes,  it  ought  to  be  a  red  letter  day  for  the  cooperative  move- 
ment. 

We  in  the  Western  Hemisphere  have  been  boasting  that  we  don't  have 
to  choose  between  butter  and  battleships.  There's  no  reason  why  we  should  face 
that  choice  even  now.  But  there  are  some  things  which  are  more  precious  than 
butter,  and  we'll  all  of  us  cheerfully  spread  our  butter  a  little  thinner  and 
stretch  our  budgets  a  little  further  for  the  protection  of  those  privileges 
which  our  forefathers  wrote  into  the  Bill  of  Eights.  The  real  choice  which 
confronts  us  is  between  giving  up  some  of  the  comforts  we  now  have  or  making 
what  we  have  go  farther.  The  golden  opportunity  for  cooperation  will  be  to 
help  protect  the  American  way  of  life  by  safeguarding  the  AmericaJi  standard 
of  living. 
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Cooperativea  and  Cooperative  Insurance  </■■->  o 

Harry  P.  Cooper,  Jr.,  Assistant  Secretary 
National  Association  of  Mutual  Insurance  Companies 
Ind 1 anapo lis,  Ind . 

Mutual  Insurance  has  two  functions  --to  share  loss  and  to  prevent 
loss.  Prevention  of  misfortune  has  always  teen  a  cardinal  principle  of  mutual 
insurance.  Thus,  in  the  mutual  companies,  misfortune  which  cannot  he  prevented 
is  shared  hy  the  members.  Losses  are  not  merely  distributed  over  the  members 
but  a  spirit  of  sharing  exists  among  the  members. 

In  the  beginning  and  even  yet  in  3om.e  of  the  smaller  companies,  loss- 
es were  paid  by  borrowed  money.   Then  at  Intervals  the  proportionate  share  of 
each  member  of  the  company  would  be  calculated  and  such  contributions  would 
retire  the  indebtedness  and  pay  whatever  expenses  of  operation  were  Incurred. 
However,  experience  has  made  it  possible  to  estimate  probable  losses  fairly 
accurately  during  a  given  period,  and  periodic  contributions  by  the  members 
can  be  calculated  accordingly.   In  this  manner  the  necessity  for  borrowing  Is 
eliminated  and  the  stability  of  the  company  is  greatly  enhanced. 

In  the  past,  aid  and  assistance  between  mutual  insurance  companies 
and  agricultural  cooperatives  have  been  Interwoven,  but  in  some  Instances  there 
is  today  a  tendency  for  them  to  drift  apart.  Unfortunately  in  some  parts  of 
the  country  farm  coope:ife,tives  have  been  organized  to  compete  with  established 
mutual  Insurance  companies.  These  situations  are  comparatively  rare,  however, 
and  as  a  rule  there  is  no  competition  between  the  farmer's  Insurance  mutual 
and  his  farm  cooperative,  or  his  farm  organization.  However,  there  is  room 
to  strengthen  and  make  better  use  of  the  relationship  between  the  mutuals  and 
the  cooperatives.  Many  kinds  of  insurance  are  needed  by  farmers'  cooperatives 
and  these  kinds  of  Insurance  are  available  to  them  through  their  own  mutual 
insurance  company.   It  seems  no  more  than  proper  that  cooperative  insurance 
should  be  the  insurance  for  cooperatives. 

The  strengthening  of  relations  between  cooperatives  and  cooperative 
insurance  is  particularly  important  today  because  of  a  vigorous  campaign  of 
misrepresentation  and  propaganda  which  is  now  being  attempted  by  those  in  com- 
petition with  mutual  insurance  and  other  cooperative  enterprises.  Some  of  the 
non-mutual  Insurance  companies  and  their  agents  seek  to  show  that  mutual  in- 
surance and  many  other  forms  of  cooperative  endeavor  are  communistic  in  nature 
and  therefore  are  un-American.  They  allege  that  mutual  insurance  and  other 
forms  of  cooperative  enterprise  eliminate  the  middleman  and  for  that  reason 
are  un-American.  These  progagandlsts  claim  that  the  principles  of  cooperative 
Insurance  and  cooperative  enterprise  are  antagonistic  to  the  interests  of  the 
retail  merchants,  the  local  grocer  and  other  local  businessm^en.  They  suggest 
that  all  the  middlemen  get  together  and  boycott  any  form  of  cooperative  enter- 
prise, and  exert  every  effort  to  destroy  this  un-American  communistic  uprising. 
Of  course,  all  of  these  anti- cooperative  declarations  are  pure  propaganda, 
downright  misrepresentations  or  Ignorant  misconceptions. 

In  our  Government,  in  mutual  insurance  and  in  agricultural  coopera- 
tives, cooperation  is  the  method  whereby  the  supremacy  of  the  individual  is 
achieved  and  safeguarded.   It  is  a  matter  of  common  knowledge  that  we  believe 
in  liberty  and  not  in  license.  The  liberty  of  an  individual  ceases  where  the 
rights  of  others  begin.  Thus,  what  is  liberty  but  cooperation?  Let  us  see 
to  it  that  our  cooperative  way  of  life  does  not  perish  but  continues  its  pro- 
gress. In  this  way  will  we  make  secure  for  ourselves  and  our  posterity  the 
blessings  of  our  liberty. 
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Keeping  Cooperatives  Cooperative 

J.  D.  Lawrence,  Deputy  Cooperative  Bank  Comnissloner 

Farm  Credit  Administration 

Washington,  D.C. 

Three  general  rules  of  procedure  must  te  relentlessly  followed  by 
cooperative  management  if  the  cooperative  is  to  continue  as  such.  Those  rules 
are : 

(1)  Keep  the  objective  everlastingly  in  mind  --  what  does  the  farmer- 
group  want  to  do? 

(2)  Give  the  members  an  opportunity  to  cooperate  --  keep  them  in- 
formed and  active . 

(3)  Keep  the  ownership  and  control  in  the  patron-m.embers  --  syn- 
chronize ownership  with  patronage  by  means  of  revolving  capital. 

It  is  not  the  faults  that  weaken  cooperatives  but  their  lack  of  vir- 
tues. Some  cooperative  directors  and  managers  place  the  welfare  of  their  asso- 
ciation aliead  of  the  interest  of  the  farmer-members.  In  their  zeal  to  build 
an  efficient  business  organization  they  forget  the  members  and  their  objective. 
After  all,  the  cooperative  is  but  a  tool  of  its  members.  A  tool  is  less  Impor- 
tant than  the  hand  that  uses  it.  Equally  as  true,  a  skilled  hand  will  not 
abuse  a  good  tool.  A  cooperative  association  is  a  business  institution  and 
should  not  deviate  from  sound  business  principles  to  Indulge  its  members. 
Don't  forget  the  objective. 

A  farmers'  cooperative  association  must  have  its  roots  on  the  farm 
if  it  is  to  be  kept  cooperative.  There  are  a  few  so-called  cooperative  asso- 
ciations --  only  a  few  are  left  --  that  have  few  of  their  roots,  or  none  at 
all,  on  the  farm.  They  exist  by  means  of  sap  transfusions  from  over-benevolent 
lending  institutions.  Such  cooperatives  do  not  last  long  because  after  a  while 
the  sap  transfusers  discover  they  are  saps  themselves  and  the  transfusions  stor 

One  of  the  greatest  faults  that  we  observe  in  cooperatives  today  is 
the  failure  of  managements  to  keep  their  members  informed.  The  members  should 
be  informed  fully  before  new  policies  are  adopted  or  before  substantial  changes 
are  made  in  existing  ones.  The  troubles  of  the  cooperative  should  be  reported 
frankly  and  fully  to  them.  If  the  management  fails  to  report  the  troubles  to 
the  membership,  the  enemies  of  the  cooperative  will  tell  the  story,  and  not 
necessarily  being  hampered  by  facts,  may  tell  it  effectively  to  further  their 
own  ends.  Some  managers  seem  to  feel  that  if  they  conceal  their  mistakes  and 
the  business  troubles  of  the  association  something  will  happen  to  extinguish 
them.  The  usual  result  is  that  other  troubles  will  follow  and  the  problems 
will  pyramid.  There  is  no  such  thing  as  a  plus  trouble  and  a  minus  trouble 
that  can  be  combined  to  cancel  each  other. 

Now  for  the  last  rule  --  "Keep  the  ownership  and  control  in  the 
patron-members  --  synchronize  ownership  with  patronage  by  means  of  revolving 
capital."  We  cannot  model  the  capital  structure  of  a  cooperative  after  that 
of  a  proprietary  corporation  and  keep  the  cooperative  cooperative.   In  a  pro- 
prietary corporation  one  group  of  people  owns  the  coirporation  while  another 
and  larger  group  patronizes  it.  The  owners  deal  with  the  patrons  for  their 
own  enrichment.   In  a  cooperative  association  the  owners  and  patrons  must  be 
the  same  if  the  cooperative  is  to  be  cooperative.  This  is  best  accomplished 
by  means  of  revolving  capital. 
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In  a  marketing  cooperative  the  capital  is  supplied  initially^  and 
replenished  when  revolving  begins,  "by  means  of  a  retain.  This  means  deducting 
a  certain  percentage  from  the  sales  proceeds  of  each  unit  of  commodity  handled 
for  each  member.   In  a  farm  supply  cooperative  capital  is  accumulated  and  re- 
plenished by  withholding  a  part  of  each  patron's  patronage  credits.  That  is, 
each  patron  shares  in  the  profits,  if  any,  a  part  of  which  is  held  back  to 
build  up  and  replenish  capital. 

It  is  customary  to  issue  certificates  without  due  date  each  year  for 
capital  withholdings.   It  is  also  customary  --  and  wise  --  to  pay  interest  or 
dividends  on  these  withholdings  when  and  if  the  association  is  able  to  do  so. 

When  a  cooperative  using  this  method  has  accumulated  enough  capital 
to  meet  its  needs,  the  capital  begins  revolving  --  that  is,  each  year  a  certain 
number  of  the  certificates  are  paid  off.  They  are  retired  in  the  order  in 
which  they  wore  Issued.  Usually,  if  the  association  is  able  to  do  so,  an  entlri 
year's  issue  is  retired  at  one  time.  The  capital  thus  retired  is  replaced  by 
continuing  the  retain  deductions. 

By  employing  this  method  of  capitalization,  a  cooperative  keeps  its 
ownership  geared  to  its  patronage,  it  provides  a  way  for  retiring  members  to 
recapture  their  contributions  in  due  time,  it  provides  a  practical  way  to  cap- 
italize the  association,  it  makes  members  of  non-members,  and  helps  keep  the 
cooperative  cooperative . 

I  repeat  the  three  rules  I  have  been  discussing: 

(1)  Keep  the  objective  of  the  farmers  in  mind. 

(2)  Give  the  members  an  opportunity  to  cooperate. 

(5)  Synchronize  ownership  with  patronage. 

The  necessity  for  keeping  a  cooperative  cooperative  is  of  particular 
importance  at  this  time,  in  view  of  ominous  happenings  just  across  the  Atlantic 
These  events,  together  with  the  accelerated  economic  evolution  that  has  been 
taking  place  in  recent  years,  point  to  drastic  changes  in  long- established  cus- 
toms and  ways  of  doing  things.   Since  customs  and  procedures  are  but  plants 
growing  from  the  basic  soil  of  fundamental  principles,  we  have  little  to  fear 
if  we  keep  our  soil  In  condition.  Storms  and  upheavals  may  destroy  surface 
growth,  but  they  cannot  shake  fundamental  principles.  So  if  we  keep  our  coop- 
eratives truly  cooperative,  and  their  financial  structures  sound,  they  will  be 
like  the  house  that  was  built  upon  the  rock  --  "And  the  rain  descended  and  the 
floods  came,  and  the  winds  blew,  and  beat  upon  that  house;  and  it  fell  not; 
for  it  was  founded  upon  a  rock." 


Present  and  Future  of 
Farmers'  Purchasing  Cooperatives  in  the  Northeast 

Quentln  Reynolds,  General  Manager 

Eastern  States  Farmers 'Exchange 

Springfield,  Mass. 

(Presented  by  E.  B.  Woolam) 

To  be  increasingly  effective  our  marketing  and  purchasing  association 
must  be  bonaf ide  non-profit  self-help  agencies,  owned  and  financed  and  con- 
trolled by  the  farmers  they  serve.  Cooperatives  so  operated  are  in  keeping 
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with  the  American  tradition  and  are  in  the  public  interest.   Individual  farmers 
working  together  thus  improve  their  economic  condition^  strengthen  the  nation 
of  which  they  are  an  Important  part,  and  at  the  same  time  supply  the  consumer's 
generally  vital  needs  more  advantageously. 

Through  cooperative  marketing  associations  farmers  can  develop  out- 
lets for  the  products  they  produce,  can  lower  the  cost  of  distrihution  and  the 
spread  "between  what  consumers  pay  and  what  the  growers  receive.   In  addition 
growers  can  widen  the  demand  for  their  products,  and  thus  aid  in  lowering  vmit 
costs.   Through  cooperative  purchasing  associations  farmers  can  hold  down  or 
reduce  their  production  costs,  j^et  increase  their  output  to  meet  new  marketing 
opportunities. 

Too  often,  however,  cooperatives  have  used  their  energy  to  secure 
privileges  rather  than  to  develop  sound  opportunities.  They  have  resorted  to 
the  tactics  of  pressure  groups  and  of  panhandlers. 

Each  of  these  techniques,  that  of  pressure  groups  or  of  the  pan- 
handlers, tends  to  weaken  the  cooperatives  and  consequently  the  farmers  who 
are  their  members.  Panhandling  cooperatives,  In  a  democracy,  encourage  the 
development  of  government  agencies  to  do  what  the  cooperatives  want  done.   In 
the  process  the  government  agencies  grow  stronger  while  the  cooperatives  grow 
weaker.  The  result  is  a  sort  of  puppet  state  cooperative  serving  as  a  tool 
for  the  government,  a  cooperative  with  no  significant  program  of  Its  own,  de- 
pending for  a  program  upon  the  agency  created  to  serve  it.  The  end  of  this 
situation  is  the  end  of  democracy,  whereas  cooperatives  with  continuing  sound 
policies,  effectively  administered,  are  a  bulwark  of  democracy. 

Egg  marketing  cooperatives,  as  a  class,  have  conducted  their  affairs 
in  a  way  consistent  with  the  policies  I  am  advocating.  On  the  other  hand,  milk 
associations,  with  a  few  notable  exceptions,  have  tended  to  lend  their  influ- 
ence in  the  other  direction.  Purchasing  associations  as  a  group  have  made 
the  development  of  service  their  major  policy. 

At  this  point,  people  conscious  of  the  obligations  of  society  toward 
the  vmderprlvlleged  are  about  to  ask,  "Under  your  plan  what  becomes  of  the  weal-: 
farmer  unable  to  be  a  part  of  the  cooperatives  you  adArocate?"  The  question  is 
as  irrelevant  here  as  would  be  the  introduction  of  the  problems  of  community 
chest  administration  at  a  bankers'  convention.   I  am  satisfied,  however,  that 
the  people  capable  of  maintaining  themselves  can  fit  themselves  into  the 
program  I  consider  sound,  and  the  program  will  better  enable  the  community  to 
take  care  of  those  who  cannot  do  so. 

Farmers'  cooperatives  in  this  country  appear  to  me  to  be  at  an  im- 
portant fork  in  the  road.  Unless  a  decision  is  made  by  those  responsible  for 
the  policies  of  our  cooperatives  to  take  the  road  up  the  hill,  the  cooperatives 
will  drift  at  an  ever-accelerating  speed  down  the  road  to  the  left. 


Present  and  Future  of 
Dairy  Cooperatives  in  the  Northeast 

Ken  E.  Geyer,  General  Manager 
Connecticut  Milk  Producers'  Association 
Hartford,  Conn. 

Cooperatives  in  the  fluid  milk  business  are  on  the  downhill  route  as 
long  as  they  depend  upon  government  control  to  solve  their  problems  for  them. 
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In  fairness  to  the  milk  co-ops,  it  must  "be  said  that  they  seized  upon  the  only- 
straw  in  sight  --  state  or  federal  control.  Legislation  was  first  enacted  on 
an  emergency  tasis  to  control  the  chaotic  situation  in  the  milk  market,  and 
many  state  control  laws  have  "been  made  permanent.  Many  co-ops  who  sell  milk 
inter-state  seem  to  assume  that  federal  control  is  also  permanent. 

No  true  cooperator  wants  to  have  his  cooperative  tecome  a  "company 
union"  for  a  state  or  federal  control  agency.  The  only  way  the  milk  co-ops 
can  justify  their  support  of  governmental  control  is  to  show  a  definite  pro- 
gram of  "building,  and  atove  all,  of  strengthening  themselves  under  control 
without  selling  their  "birthright  to  do  so. 

A  program  to  enatle  the  milk  "business  of  the  country  to  go  ahead  on 
a  voluntary  "basis,  without  government  control,  might  include  the  following 
points : 

1.  The  days  of  the  strictly  "bargaining  cooperative  in  the  milk 
"business  are  numbered.   If  we  are  to  survive  we  must  get  set  to  do  a  real  jo"b 
of  merchandising  with  all  the  things  that  go  with  that  very  "broad  term. 

2.  In  spite  of  all  the  difficulties  connected  with  policing  your 
own  membership,  I  feel  we  must  have  a  real  quality  program.  This  means  that 
we  must  cease  to  try  to  protect  the  producer  who  does  not  have  certain  minimiim 
facilities  and  the  Inherent  natural  cleanliness  necessary  to  produce  a  decent 
quality  of  milk.  Our  standards  should  at  all  times  be  equal  to  or  above  the 
theoretical  standards  set  by  public  health  agencies  and  our  customers,  the 
dealers,  and  we  should  set  them  a  real  example  of  fair  and  Impartial  enforce- 
ment of  those  standards .  This  is  really  item  mmber  one  in  the  service  we 
should  have  to  offer  the  dealer  instead  of  the  bargaining  club  we  used  in  the 
old  days. 

5.   In  order  to  make  this  quality  really  effective,  we  must  have  a 
complete  laboratory  for  milk  analysis  better  than,  or  at  least  equal  to,  any 
possessed  by  the  health  authorities  or  our  customers.  This  laboratory  must  be 
manned  by  personnel  with  the  best  technical  training  and  the  ability  to  sell 
their  findings  peaceably  to  the  membership.  This  is  item  number  two  in  service 
to  the  dealer,  and  serves  as  an  important  item  to  protect  the  member  in  case  o^ 
unjust  or  mistaken  claims  by  the  dealer  or  by  the  health  agency  about  the  qual- 
ity of  the  member's  milk. 

h.     We  must  maintain  an  adequate  field  staff  in  order  to  keep  our 
membership  informed  of  what  we  are  doing  and  why  we  are  doing  it,  and  to  be 
able  to  talk  with  the  membership  on  their  own  farms  in  adjusting  complaints 
about  quality,  transportation,  etc.  This  field  staff  should  make  systematic 
inspection  of  the  members'  premises  and  we  should  keep  our  own  file  of  regular 
ratings  on  the  product  delivered  by  each  member. 

5.  We  should  sell  our  product  to  the  dealer  because  we  have  the  best 
supply  for  sale  instead  of  following  the  old  principle  of  trying  to  have  the 
only  supply  available.  With  this  kind  of  program,  we  can  hold  the  dealer  as 

a  customer  because  we  can  take  on  our  shoulders  all  of  the  supply  headaches 
that  the  dealer  has  always  had  and  allow  him  to  devote  his  time  and  energy  to 
selling  our  milk  instead  of  buying  it. 

6.  If  this  program  is  properly  developed,  we  can  hold  our  members 
and  get  new  members  because  we  are  performing  a  genuine  service  for  which  there 
is  a  genuine  need,  and  we  can  help  the  member  with  his  quality  problems,  we  can 
collectively  guarantee  each  other  a  market  and  prompt  payment  for  the  milk, 
and  even  where  there  is  a  need  for  it,  assist  in  purchasing  high-grade  supplies 
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such  as  cans,,  pails,  strainers,  electric  cooling  equipment,  etc. 

If  this  sort  of  program  is  really  tuilt  and  functioning  under  control 
and  the  reasons  for  it  are  properly  sold  to  the  membership  as  well  as  to  the 
non-members  in  the  territory,  it  seems  to  me  we  can  soon  arrive  at  a  situation 
where  our  "boards  of  directors  and  members  will  be  ready  to  face  the  few  months 
of  chaotic  prices  which  will  probably  follow  the  elimination  of  control,  and 
we  can  again  stand  on  our  own  feet  and  take  over  the  function  of  the  proper 
pricing  of  our  product  without  the  aid  of  governmental  intervention. 


Present  and  Future  of 
Poultry  and  Egg  Cooperatives  in  the  Northeast 

Earl  W.  Benjamin,  General  Manager 

Pacific  Egg  Producers  Cooperative,  Inc. 

New  York,  New  York 

Egg  and  poultry  producers  in  the  United  States  are  not  merely  members 
of  individual  cooperatives.  All  of  them  are  American  producers  and,  as  such, 
their  figlit  is  not  among  themselves  but  is  against  the  inroads  of  other  food 
products  into  the  normal  share  of  the  national  consumption  capacity  which 
rightfully  belongs  to  eggs  and  poultry. 

Egg  producers  are  not  enjoying  full  use  of  the  consuming  power  of 
this  country,  because  of  prejudices  affecting  eggs  of  white  or  brown  shells, 
light  versus  dark  yolks,  storage  versus  fresh  eggs,  nearbys  versus  shipped; 
lack  of  understanding  of  the  true  food  value  of  eggS;  and  the  failure  to  bring 
about  a  more  uniform  supply  of  desired  grades  of  eggs  througliout  the  season, 
and  among  all  the  consuming  centers  of  the  country. 

Four  opportunities  and  responsibilities  which  business  cooperatives 
must  face  are:   (l)  Marketing  cooperatives  must  develop  a  true  understanding, 
among  the  members,  of  the  problems  involved  in  marketing  their  products.  Con- 
tinued accumulation  of  such  understanding  through  the  years,  and  among  million: 
of  producers,  brings  the  greatest  good  from  cooperation.   (2)  Cooperatives 
must  overcome  their  own  handicaps  in  business  operations  in  order  to  render 
greater  service  than  the  private  business  man  or  private  corporation.  Coopera- 
tives must  be  able  to  make  quick  decisions  when  necessary,  must  have  continuity 
of  personal  interest  such  as  expected  of  private  owners,  must  be  willing  and 
able  to  assume  speculative  risks  and  keep  some  of  their  methods  secret.   (5) 
Cooperatives  must  be  able  to  meet  change,  since  those  which  suffer  from  inertie 
are  sure  to  be  eliminated,  [h)     Cooperatives  should  discontinue  operations 
when  those  operations  are  not  needed, 

American  producers  must  try  to  coordinate  their  efforts  as  one  unitec 
whole.   In  the  past,  local  egg  and  poultry  producers  in  the  vicinity  of  some  of 
our  markets  have  at  times  endeavored  to  put  distant  producers  to  an  extra  dis- 
advantage by  setting  up  regulations,  so  interpreted  as  to  make  it  very  diffi- 
cult for  distant  shippers  to  meet  reasonable  grade  requirements.  Some  states 
have  also  imposed  labeling  specifications  and  tax  provisions  on  eggs  coming 
from  outside  the  border.   In  recent  years,  however,  there  has  been  a  marked 
tendency  to  recognize  that,  within  the  United  States,  trading  between  the  var- 
ious regions  and  states,  and  the  interchange  of  industrial  products,  commer- 
cial services  and  farm  products  must  be  encouraged  in  every  possible  way. 

In  a  speech  before  the  National  Association  of  Marketing  Officials, 
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Holton  V.  Noyes,  Nex/  York  State  Coramissioner  of  Agriculture,  said,  "The  great 
reason,  in  my  opinion,  vhy  the  United  States  has  become  great,  is  "because  it 
is  a  large  continent  existing  without  any  trade  "barriers.  .  .  We  should  have 
in  the  United  States  no  economic  trade  "bairriers  "between  States." 

Greatest  "benefit  to  all  will  result  when  all  producers  are  given 
eq.ual  opportunity  to  receive  proper  reward  for  their  efforts;  and  cooperation, 
to  be  most  successful  for  the  membership,  must  include  cooperation  between 
cooperatives. 


Present  and  Future  of 
Fruit  end  "Vegetable  Cooperatives  in  the  Northeast 

M.  P.  Easmussen,  Professor  of  Marketing 

Cornell  University 

Ithaca,  New  York 

The  relatively  small  number  of  fruit  and  vegetable  cooperative  asso- 
ciations in  the  Northeast  is  due  chiefly  to  the  great  abundance  of  marketing 
outlets  in  these  states  and  to  the  comparative  ease  with  which  fruit  and  veg- 
etable crops  can  be  disposed  of.  Of  a  total  of  llOU  associations  that  marketeo 
fruits  and  vegetables  in  1937  only  87,  or  less  than  8^,  were  in  the  Northeast- 
ern states. 

In  general  I  do  not  look  for  anj-  spectacular  increase  in  the  number 
of  such  associations  in  this  section  during  the  next  five  or  ten  years.  Howevei 
certain  modern  developments  or  trends  may  force  growers  to  think  and  act  along 
cooperative  lines  if  they  are  to  fill  their  place  in  the  m^odern  merchandising 
scheme  and  meet  market  requirements . 

Mass  buying  by  private  and  cooperative  groups  of  retailers  may  force 
producers,  in  self  defense,  to  work  out  some  sort  of  collective  cooperative 
marketing  program.  The  mass  buyer  wants  guarant'^ed  volume  in  large  quantities - 
uniform  standardized  grades,  and  the  kind  of  packaging  and  means  of  transporta- 
tion which  will  permit  maximum  economies.  Cooperative  sales  by  small  or  large 
groups  of  growers  seem  to  offer  the  most  promising  solution  of  this  problem. 

During  the  next  five  or  ten  years  I  believe  there  will  be  a  modest 
but  steady  increase  in  the  number  and  quality  of  cooperative  marketing  associa- 
tions at  country  shipping  points  or  in  producing  areas.   I  would  emphasize  the 
belief  that  quality  of  members  will  be  given  major  consideration  and  that  mere 
numbers  with  a  volume  of  widely  varying  quality  will  be  considered  less  and 
less  desirable.  The  day  of  the  "umbrella  cooperative"  is  long  since  past.  The 
basic  reason  seems  to  be  that  better  growers  often  feel  that  cooperative  actior 
pulls  them  down  to  the  status  of  the  smaller,  variable  quality,  inefficient 
growers,  rather  than  the  reverse. 

A  series  of  small,  highly  restricted  local  cooperatives,  afflliatpd 
with  an  efficient  cooperative  central  sales  agency,  may  go  far  to  solve  some 
of  the  problems  facing  the  produce  trade  today,  such  as  how  to  deal  with  mass 
buyers;  how  to  meet  retail  and  consumer  demand  more  effectively,  etc. 

Another  phase  of  cooperative  marketing  in  which  there  is  much  inter- 
est, and  likely  to  be  more,  is  in  country  fruit  and  vegetable  auctions.  Low 
prices  have  caused  growers  everywhere  desperately  to  seek  other  outlets  for 
produce  than  those  usually  used.  To  a  pronounced  degree,  these  auctions  are 
a  result  of  the  increased  ease  of  hauling  from  farm  to  market  place  by  motor 
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The  country  auction  is  probably  one  of  the  most  effective  ways  of  educating 
growers  as  to  the  value  of  grading,  since  growers  personally  see  differences 
in  quality  being  paid  for  at  these  auctions,  and  are  thus  led  to  Improve 
their  own  grading  practices.  Growers  much  prefer  to  know  what  their  produce 
will  net  them  at  the  time  it  leaves  their  hands,  and  the  country  auctions 
function  well  in  this  respect. 

The  chances  of  success  for  country  fruit  and  vegetable  auctions  seem 
greatest  in  areas  where  large  volumes  of  relatively  perishable  vegetables  and 
fruits  are  available  in  season,  and  where  the  presence  of  a  large  nxmiber  of 
responsible  buyers  can  be  assured. 

Individuals  or  groups  of  growers  in  Northeastern  states  who  are  con- 
templating establishment  of  new  country  fruit  and  vegetable  auctions  will 
probably  find  it  advantageous  to  proceed  slowly  and  study  carefully  the  auc- 
tions now  operating  in  New  Jersey,  New  York,  Connecticut,  and  Massachusetts, 
before  deciding  upon  local  operations. 

A  marked  degree  of  interest  is  being  shown  in  regional  markets. 
Many  of  those  now  in  existence  are  cooperative].y  owned  and  operated,  and  more 
seem  likely  to  be  in  the  near  future.  There  can  be  little  doubt  but  what 
fruit  and  vegetable  growers  have  a  real  stake  in  the  development,  as  well  as 
control,  of  efficient  regional  distributive  facilities.  Where  owned  and  oper- 
ated by  cooperative  associations,  such  markets  come  closer  to  serving  the  in- 
terests of  the  producers  than  might  otherwise  be  the  case. 

In  appraising  regional  markets  from  the  cooperative  point  of  view, 
certain  considerations  must  be  kept  in  mind,  i.e.: 

(a)  Regional  markets  are  "regional"  usually  and  not  "state"  markets 
State  lines  mean  little.  For  example,  the  Albany,  N.Y.  marl:et 
serves  parts  of  Vermont,  Massachusetts,  Connecticut,  New  Jersey 
Pennsylvania,  and  New  York.  The  problem,  therefore,  may  in- 
volve cooperation  on  the  part  of  growers  in  several  states. 

(b)  The  major  objective  in  revamping  or  establishing  regional  mar- 
kets is  to  bring  about  more  efficient  lower-cost  distribution. 
It  seems  likely  that  this  objective  will  be  reached  best  by 
approaching  the  problem  on  the  basis  of  what  is  best  (l)  for 
growers  using  the  market,  and  (2)  for  buyers  and  consimiers 
supplied  by  the  market. 

(c)  Certain  stpps  seem  to  be  necessary  for  the  development  of  suc- 
cessful regional  markets.  They  are: 

(1)  A  careful,  detailed  study  of  the  kind  and  volume  of 
business  transacted  on  the  market;  present  channels  of 
distribution  and  trends  toward  changes  therein. 

(2)  A  detailed  analysis  of  present  facilities,  and  the  need 
for  other  market  facilities  within  the  city  as  well  as 
throughout  the  adjacent  territory. 

(3)  An  outline  of  a  market  plan  and  layout  which  will  provide 
most  efficient  methods  of  handling  perishable  food, 
whether  locally  grown  or  shipped  in;  whether  it  arrives 
or  departs  by  rail,  boat  or  truck;  at  a  central  place 
convenient  to  buyers;  and  at  a  cost  which  will  permit  the 
market  to  be  self- liquidating. 

23. 


0-^ 

[h)     rrovlsion  for  ownership  and  management  of  such  a  character 
that  all  concerned  will  be  assured  of  an  efficient  sys- 
tem of  food  distrihution.  This  may  mean  cooperative 
ownership  (like  the  Capital  District  Cooperative,  Inc., 
at  Menands,  near  Albany,  W.Y.);  or  it  nay  require  the 
establishment  of  regional  market  authorities  similar  to 
the  Central  Wew  York  Eegional  Market  Authority,  at  Syra- 
cuse, K.Y. (established  by  authority  of  the  State  legisla- 
ture . ) 

Unforeseen  difficulties  develop  in  building  regional  markets  because 
as  soon  as  it  is  known  that  changes  in  any  market  are  contemplated,  forces 
seem  to  be  set  in  motion  which  pull  in  the  opposite  direction.   In  one  in- 
stance a  competitive  battle  developed  between  railway  systems;   $7,000,000 
was  involved  in  facilities  when  only  $3,000,000  was  needed.   In  another  in- 
stance, a  market  was  greatly  delayed  by  the  desire  of  local  officers  to 
placate  real  estate  interests  and  at  the  same  time  to  locate  the  market  on  a 
site  where  it  m.ight  succeed.   In  still  another  instance  growers  were  forced 
to  take  their  market  entirely  away  from  the  old  site  and  to  a  new  location 
not  subject  to  the  jui'isdiction  of  the  city. 

Population  trends,  changes  in  trading  areas  and  in  production,  must 
be  considered  in  locating  regional  mai'kets .  It  takes  careful  coordinated 
study  of  all  who  are  interested;  to  prevent  needless  and  costly  duplication 
of  regional  market  facilities,  and  yet  to  succeed  in  building  those  which  are 
most  likely  to  give  efficient  and  low-cost  service.  Enough  experience  has 
been  gained  to  mark  such  markets  as  one  step  forward  in  solving  part  of  the 
intricate  and  costly  problem  of  distribution. 
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on  Accounting  Problems 

Discussion  Leader  --  H.  W.  Ellis 

Control  of  inventories :  Inventories  constitute  one  of  the  princi- 
pal accounting  problems,  particularly  in  purchasing  cooperatives.  Speakers 
on  this  subject  cited  examples  of  monthly,  semi-annual,  and  annual  physical 
inventories.   In  one  instance  perpetual  inventories  are  maintained  on  a 
daily  basis . 

Types  and  classification  of  reserves;  As  used  in  accounting,  the 
term,  "reserve"  applies  to  three  general  classifications; 

a.  "Valuation"  reserves  which  evaluate  assets,  such  as  reserves  for 
bad  debts  and  depreciation. 

b.  "Expense  or  operating"  reserves  which  are  established  to  provide 
for  liabilities,  the  exact  amounts  of  which  are  not  known.  When 
the  amount  becomes  known,  an  account  payable  should  replace  the 
reserve. 

c.  "Surplus  or  capital"  reserves  which  represent  a  setting  aside  of 
surplus  f lands  for  debt  retirement  and  other  capital  purposes. 

"Eeserve  for  contingencies  "  is  a  tert.-i  used  for  different  purposes  by  differ- 
ent organizations,  sometimes  to  provide  for  fairly  definite  liabilities,  and 
other  times  it  is  considered  interchangeable  with  surplus  and  indicates  no 
liability. 
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Only  "surplus  or  capital  reserves"  may  be  allocated  to  patrons^  be- 
cause the  amounts  added  to  the  valuation  and  operating  reserves  are  charged 
to  expenses.  Tae   danger  of  establishing  an  unallocated  surplus  reserve  is 
that  the  figure  may  not  be  considered  reasonable  by  Federal  income  tax 
officials. 

Allocation  of  earnings  ;  Federal  income  tax  authorities  seem  to  be 
turning  their  attention  to  cooperatives  as  a  possible  source  of  tax  revenue. 
Thus,  the  matters  of  reserves  and  allocation  of  earnings  play  an  importcnt 
part  in  determining  liability  for  taxes.   In  a  cooperative,  the  earnings,  or 
better,  "savings"  should  either  be  passed  back  to  the  patrons  or  allocated  to 
patrons.  Whether  distributed  or  not,  they  should  be  allocated  on  the  basis 
of  patronage.  Thus,  it  la  not  proper  to  show  "surplus"  on  the  balance  sheet 
of  a  cooperative,  since  it  implies  no  allocation  to  patrons. 

Federal  income  tax  regulations  require  that  members  and  non-m.enbers 
must  be  treated  alike  if  tax  exemption  is  desired.  This  is  on  the  basis  that 
non-members  have  contributed  to  savings  and  should  receive  evidence  of  their 
patronage.  The  requirement  is  not  fulfilled  if  savings  are  accumulated  in 
an  unallocated  surplus  account  for  the  benefit  of  the  members.   In  a  stock 
corporation,  the  requirement  is  fulfilled  if  the  savings  are  credited  to  the 
non-members,  toward  capital  stock,  on  the  basis  of  patronage. 

Three  separate  problems  to  be  considered  in  determining  what  re- 
serves might  be  established,  and  whether  earnings  should  be  allocated,  were 
stated  as  follows: 

1.  What  are  the  requirements  of  the  particular  law  of  the  state 
under  which  the  cooperative  was  organized?  For  example,  a  cer- 
tain section  of  the  cooperative  corporation  law  of  the  state  of 
Rew  York  requires  that  surplus  funds  be  either  distributed  or 
allocated. 

2.  What  are  the  requirements  of  the  Internal  Eevenue  Department? 
How  large  may  an  unallocated  reserve  be  and  yet  fulfill  the 
requirements  of  the  department  as  to  "reasonableness"?  Probably 
a  reserve  need  not  be  allocated,  provided  records  are  maintained 
which  will  permit  allocation. 

3.  From  the  standpoint  of  the  cooperative  itself,  should  or  should 
not  earnings  be  allocated? 

Although  a  cooperative  may  be  exempt  from  taxes  today,  there  is  no 
assurance  that  it  will  remain  so,  the  discussion  brought  out. 


Accounting  methods  to  record  the  allocation  of  earnings  are  as 


follows : 


1.  Establishment  of  book  credits,  crediting  the  members'  accounts 
in  such  a  record  as  a  "members'  equity  ledger." 

2.  The  issue  to  patrons  of  certificates  of  equity  (ownership  or 
interest)  which  are  not  promises  to  pay  and  contain  no  due  date, 

Financial  records,  on  a  membership  basis;  The  main  difference 
between  the  accounting  methods  of  a  cooperative  concern,  and  a  commercial 
concern  in  business  to  make  a  profit,  is  the  necessity  for  keeping  detailed 
membership  records  in  the  case  of  the  cooperative. 

25. 


The  difficulty  of  keeping  such  records  varies  according  to  the  ^(c?/ 
three  different  types  of  cooperatives: 

a.  In  a  marketing  cooperatiA'-e,  the  cumulative  recording  of  deliver- 
ies hy  memhers  is  a  comparatively  easy  matter.  As  an  example^ 
witness  the  egg  auctions  which  seem  to  have  solved  the  prohlem 
and  in  practically  every  case  maintain  up-to-date  records  on  a 
daily  or  weekly  hasis. 

b.  In  a  purchasing  cooperative^  accumulation  of  sales  according  to 
patrons  is  generally  a  real  task.  Each  patron's  purchases 
whether  on  credit  or  for  cash  should  appear  on  the  same  record. 
The  method  of  handling  cash  sales  may  offer  some  complications 
in  this  respect. 

c.  In  a  service  organization,  such  as  a  cold  storage  warehouse, 
accumulation  of  individual  patron's  deliveries  is  quite  often 
complicated  if  accumulation  is  not  made  until  the  end  of  the 
season. 

The  records  of  each  cooperative  should  he  kept  in  such  a  way 
that  the  memher  and  non-Biemher  "business  may  he  accumulated 
separately  for  any  given  period.   Not  only  does  the  Bank  require 
this  separation,  hut  the  information  must  he  available  to  the 
federal  income  tax  authorities  in  their  determination  of  the 
cooperative's  exemption  or  liability  for  taxes.  This  general 
provision  is  laid  down  in  the  Capper-Volstead  Act. 

Operation  of  pool  accounts  ;  Cooperatives  which  handle  more  than 
one  product  must  keep  separate  pools  for  each,  but  the  final  proceeds  cannot 
be  determined  until  each  is  completely  sold. 

Sales  and  direct  selling  expenses  are  easily  distributed  to  the 
respective  pools,  but  allocation  of  expenses,  particularly  overhead  expenses, 
to  the  products  is  a  difficult  task.  Direct  labor,  container  and  other 
manufacturing  costs  can  be  charged  directly  to  the  products  but  the  determina- 
tion of  the  basis  for  allocating  indirect  expenses  to  the  products  requires 
concentrated  study,  particularly  if  there  is  more  than  one  year's  pack  on 
hand.  Certain  indirect  expenses  may  be  distributed  on  a  case  basis;  the 
nature  of  other  expenses  requires  that  the  value  of  the  products  be  taken 
into  consideration.  This  problem  is  one  of  cost  accounting,  and  no  standard 
rule  can  be  followed;  each  expense  must  be  studied  separately  and  finally 
some  expenses  will  be  distributed  on  one  basis  and  others  on  a  different 
basis. 

Three  different  methods  for  valuing  finished  good  inventories  are 
in  use  by  cooperatives  : 

1,  Valuation  at  market  value.   If  this  method  is  employed,  market 
value  should  be  "net  realizable  value."  Present  market  values 
are  generally  used  although  final  selling  prices  may  have  very 
little  relation  to  present  market  values.  Future  selling  ex- 
penses as  well  as  future  administrative  and  other  overhead  ex- 
penses (which  are  to  be  charged  to  the  finished  goods  before 
they  are  sold)  should  be  deducted  from  present  market  values. 
It  is  difficult  to  determine  "net  realisable  value"  and  the 
method  is  dangerous  to  apply  if  there  is  a  considerable  inven- 
tory carry-over. 
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2.  Valuation  at  accumulated  cost,  cost  Including  direct  costs  cvJ-j .    / 
While  this  method  is  the  most  conservative,  it  is  generally  over- 
conservative  in  that  the  entire  administrative  and  general  over- 
head is  charged  against  the  products  sold;  and  none  applied  to 
the  unsold  goods. 

5.  Valuation  at  accumulated  cost,  cost  including  not  only  direct 
costs  hut  selling  and  administrative  costs  as  well.  Under  this 
method,  selling  and  administrative  costs  are  applied  to  the  un- 
sold as  well  as  to  the  sold  goods. 

The  first  method  is  in  general  use  if  there  is  no  cost  accounting 
system  in  operation.  From  a  halance  sheet  standpoint,  the  inventory  at  "net 
realizable  value"  prohahly  approaches  nearest  to  the  approximate  financial, 
condition,  if  the  market  values  and  the  expense  estimates  are  not  affected 
greatly  by  future  conditions. 

The  accumulated  cost  method  is  the  more  conservative  one.  At  any 
one  time  the  books  reflect  the  returns,  provided  cost  is  realized  from  the 
inventories.  Application  of  this  method  is  complicated  by  periodic   ad- 
vances on  product  and  by  the  fact  that  cost  of  materials  is  not  determined 
until  the  last  payment  to  patrons  for  product  is  made,  generally  not  until 
closing  of  the  pool. 

It  has  been  foimd  practical  in  the  case  of  several  cooperatives  to 
record  the  inventories  on  the  books  and  in  the  financial  statements  at  cost, 
but  to  make  a  separate  computation  of  "net  realizable  value"  in  order  to 
determine  the  probable  returns  from  the  various  pools. 
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on  Canning  Cooperatives 
Discussion  Leader  --  M.  L.  Urann 

Pointing  out  some  of  the  services  that  Cranberry  Canners  Coopera- 
tive renders  to  its  members,  Mr.  Urann  mentioned  a  group  insurance  plan  that 
enables  the  farmers  to  obtain  fire  insurance  on  their  properties  at  a  cost 
materially  lower  than  would  be  possible  if  they  obtained  their  insurance 
coverage  individually.  Purchase  of  supplies  for  members  of  the  cranberry 
association  has  also  proved  a  profitable  venture  in  that  it  reduces  the  cost 
of  the  supplies  to  the  farmer  members,  and  also  tends  to  bring  the  members 
into  close  contact  with  the  association  at  frequent  intervals.   It  was  sug- 
gested that,  at  an  appropriate  time,  some  thought  be  given  to  a  possible 
program  of  Joint  action  by  several  of  the  cooperatives  in  the  purchase  of 
supplies  for  their  members. 

Joint  action  on  the  part  of  three  blueberry  canning  cooperatives  in 
Maine  was  also  discussed  and  the  suggestion  was  made  that  possibly  a  single 
plant  would  be  feasible,  possibly  a  single  sales  organization  would  be  prac- 
tical, and  processing  might  be  centralized  either  in  total  or  with  respect 
to  packages  of  various  sizes. 

Use  of  by-products  brought  up  the  question  of  research.  The  discus- 
sion leader  commented  on  a  process  by  which  a  rare  acid  can  be  extracted  frovi 
the  skin  of  cranberries.  For  this  purpose  a  "pilot  plant"  has  been  completed 
by  the  cranberry  cooperative  to  prove  the  feasibility  of  the  new  process. 
A  question  was  also  raised  concerning  the  use  of  grape  seeds  and  oil  extracted 
from  grapes. 


Since  it  requires  capital  to  provide  special  services  and  to  carry 
on  research;  sound  capitalization  for  canning  cooperatives  was  discussed. 
Adequate  reserves  were  advocated  as  a  tuffer  against  unforeseen  contingencies^ 
and  as  an  essential  to  sound  operation.   In  this  respect^  also^  loyal  support 
of  the  members  v/as  mentioned  as  an  important  factor  that  must  precede  the 
huilding  of  a  sound  capital  structure . 
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Ownership  and  Control  of  Cooperatives 

Discussion  Leader  --  J.  D.  Lawrence 

The  group  agreed  that  member  producers  who  are  patrons  should  oim 
and  control  the  cooperative.   It  also  looked  with  more  favor  upon  the  retired 
farmer  as  a  stockholder  than  upon  non-members  and  other  non-producers  who 
might  share  in  ownership  and  control . 

As  a  means  of  retiring  old  capital^  and  thus  to  revolve  the  capital 
of  a  cooperative^  it  was  pointed  out  that  the  usual  procedure  is  to  deduct  a 
certain  amount  per  unit  of  product,  separate  and  distinct  from  deductions  for 
operating  expenses.  When  sufficient  capital  has  been  accimulated  to  meet  the 
permanent  needs  of  the  cooperative,  the  cooperative  is  in  a  position  to  re- 
volve its  capital.  Mr.  Lawrence  favored  the  payment  of  interest  upon  revolv- 
ing fund  capital,  not  only  to  take  into  consideration  the  investment  aspect, 
but  to  take  advantage  of  the  psychological  effect  of  paying  a  little  on  fmids 
so  held.  The  retain  and  revolving  fund  method  is  not  only  an  easy  and  prac- 
tical way  of  accumulating  capital,  but  it  also  does  away  with  non-producer 
and  non-patron  members. 

With  stock  companies,  it  is  desirable  to  have  two  classes  of  stock: 
the  first  class  might  be  a  common  stock  carrying  the  voting  rights,  and  also 
a  provision  that,  should  the  holder  of  such  shares  cease  to  be  a  patron  he 
will  lose  his  voting  rights.   Nominal  value  of  such  shares  makes  it  possible 
for  new  members  to  join  and  also  for  such  stock  to  be  easily  retired.  The 
second  class  might  be  a  non-voting  common  or  preferred  stock  to  carry  no  vot- 
ing rights  and  to  be  non- interest-bearing  except  at  the  discretion  of  the 
board  of  directors . 

To  designate  evidences  of  membership  equity,  under  the  revolving 
fund  plan,  "certificate  of  indebtedness"  seems  to  be  an  objectionable  term 
in  that  the  word  "indebtedness"  assumes  certain  aspects  of  a  liability.  This, 
of  course,  is  true  but  it  should  be  recognized  that  it  is  a  liability  to 
members  and  is  Junior  to  any  other  corporate  indebtedness. 

"Certificate  of  interest"  also  has  certain  objections  since  the  wore 
"interest"  presents  too  much  thought  of  the  payment  of  interest.  Mr.  Lawrence 
favored  the  payment  of  interest  on  such  evidences  of  membership  equity, 
however . 

"Certificate  of  equity"  seems  to  be  the  most  desirable  term.  Such 
certificates  should  carry  no  due  date. 

A  question  was  raised  concerning  the  possibility  that  such  certifi- 
cates might  fall  into  the  hands  of  non- producers.  Since  the  certificates 
would  carry  no  voting  rights,  this  was  not  looked  upon  as  an  objection. 

28. 


Modernizing  Assessment  Insurance  in  New  Hampshire  ^  '/'^ 

N.  M.  Flaggy  Treasurer 

Farm  Bureau  Mutual  Insurance  Company  of  New  Hampshire 

Concord,  N.H. 

A  study  of  fire  insurance  in  Nev  Hampshire  in  1927  showed  there  was 
a  need  among  farm  people  of  a  purely  mutual  state-wide  company,  and  as  a  re- 
sult the  Farm  Bureau  Mutual  Insurance  Company  was  formed  and  chartered  in 
January,,  I928.  At  the  present  time  that  company  has  nearly  $6,000,000  of 
insurance  in  force,  although  not  more  than  $2500  on  any  one  risk. 

Premiums  are  collected  in  advance;  annually,  and  policies  are  writ- 
ten for  five-year  terms.  The  initial  premium  is  always  seven-eigliths  of  the 
rate  of  the  New  Hampshire  board  of  fire  underwriters  for  an  annual  policy  on 
the  property  in  question.  The  following  fo^ar  years'  premiums  are  a  percentage 
of  the  initial  prem.ium,  and  vary  according  to  the  loss  experience.  This  per- 
centage is  determined  at  the  close  of  each  year,  and  depends  upon  the  year's 
losses,  the  trend  in  volume,  and  other  factors.   It  has  "been  as  low  as  55^ 
and  has  gone  as  high  as  JO'^ 

For  nearly  a  year  we  have  had  the  management  of  one  of  the  older 
companies  which  operates  on  the  premium  note  and  assessiuent  plan.  For  that 
reason  we  are  in  a  position  to  make   a  close  comparison  "between  the  plan  of 
advance  payments  and  the  old  plan  of  collecting  in  arrears  after  the  protec- 
tion has  "been  furnished.  We  are  very  definitely  of  the  opinion  that  the  ad- 
vance premium  is  far  more  efficient  and  satisfactory.  We  also  think  the 
assessment  should  he  collected  at  regular  intervals,  preferably  annually,  and 
should  "be  large  enough  to  permit  the  company  to  accumulate  a  reasonable  sur- 
plus. 

Let  us  render  the  best  service  we  possibly  can  and  keep  the  cost  to 
the  policy  holder  at  the  lowest  possible  figure,  and  malce  every  member  of  the 
company  realize  that  only  as  each  and  every  one  does  his  part  can  we  succeed 
in  the  greatest  measure.  Let  us  always  remember  that  in  a  purely  mutual 
business  such  as  ours  we  can  go  forward  only  as  we  all  put  our  very  best  ef- 
forts into  the  work,  and  this  means  every  one  from  the  smallest  policy  holder 
to  the  executive  officers. 


History  of  a  Successful  Mutual 

Windsor  Sturtevant,  Assistant  Secretary  and  Treasurer 

Mutual  Fire  Assurance  Company 

Springfield,  Mass. 

For  over  a  century  the  Mutual  Fire  Assurance  Company  of  Springfield 
has  been  insuring  dwelling  houses  at  the  low  net  cost  of  $1  to  $1.50  per 
thousand  for  five-year  periods.  Last  year  our  loss  ratio  was  1.2%   of  premium? 
against  ^2^  for  all  other  fire  companies.  For  the  past  JO  years  our  losses 
have  been  less  than  the  annual  premiums  for  five  of  the  50  years. 

Our  company  is  able  to  do  this  because  we  follow  a  five-point  pro- 
gram:  (1)  We  insure  dwellings  only;   (2)  We  never  take  on  all  the  insurance 
on  any  one  dwelling.  We  like  to  have  other  companies  share  in  our  losses; 
(3)  We  try  to  spread  our  risks  to  prevent  exposure  losses;   (U)  We  inspect 
our  risks;   (5)  Last  but  not  least,  we  long  ago  found  that  our  best  salesmen 
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are  our  satisfied  policyholders.  The  low  net  cost  together  with  very     -^ 
pleasant  puhlic  relations  through  prompt  loss  settlements  have  made  our  poli- 
cyholders proud  of  their  company  and  some  of  our  "best  business  comes  through 
their  efforts. 


Building  and  Using  Beserves 
By  Post-Assessment  Mutuals 

E.  Harris,  Deputy  Superintendent,  Insurance  Department 
State  of  New  York,  Albany,  New  York 

A  reserve  may  he  described  as  mal-ting  provision  as  a  forethought 
against  otherwise  indeterminable  circumstances .  VJhen  a  person  obtains  insur- 
ance, he  seeks  security  or  protection  and  the  insurance  contract  is  his  re- 
serve. Thus  the  very  basic  principle  of  insurance  is  safety.   In  order  to 
attain  and  maintain  this  safety,  reserves  are  accumulated  by  insurance  com- 
panies . 

With  a  post-assessment  mutual  company,  the  company  promises  to  pay 
the  losses,  and  the  member  promises  to  pay  the  assessment  levied  to  meet  such 
losses.  Without  any  additional  resources  beyond  the  promises  of  other  mem- 
bers, a  company  sometimes  encounters  difficulties,  and  therefore  is  in  a 
stronger  position  to  serve  the  people  better  if  it  has  reserves. 

Factors  in  the  operation  of  post-assessment  companies  which  require 
the  maintenance  of  reserves  are : 

1.  Public  confidence  is  enhanced  when  stability  is  evidenced  by 
reserves. 

2.  Resources  in  the  form  of  reserves  enable  expansion  to  give  ser- 
vice to  an  ever-widening  circle  of  people. 

3.  Reserves  help  keep  the  cost  of  insurance  on  an  even  keel.  T\-ro 
factors  may  contribute  to  rising  assessment  rates:  first,  an  increase  in  los.- 
ratio,  and  second,  a  decrease  in  membership.  If  reserves  are  on  hand,  they 
may  be  used  to  prevent  a  sharp  rise  in  assessment. 

h.     Resources  in  the  form  of  reserves  permit  a  company  to  achieve 
some  measure  of  liquidity. 

5.   If  a  company  possesses  a  reserve  fund,  its  need  to  borrow  m^oney 
is  lessened  and  at  the  same  time  its  credit  standing  is  improved. 

Not  so  very  long  ago  it  was  contrary  to  the  law  of  the  State  of  New 
York  for  an  assessment  fire  Insurance  company  to  have  on  hand  any  assets  othei 
than  those  required  to  meet  incurred  liabilities.   In  our  new  law,  which  took 
effect  on  January  1,  19^0,  there  has  been  a  reversal  in  legislative  policy. 
The  new  law  places  no  maximum  limitation  on  the  amount  that  may  be  levied  to 
provide  a  reserve  fund  or  surplus  and  definitely  encourages  the  establishment 
of  a  loss  and  expense  reserve  as  an  alternative.  The  salient  provisions 
governing  the  loss  and  expense  reserve  are  as  follows : 

1.  Establishment  of  this  reserve  is  elective. 

2 .  Once  elected  it  becomes  obligatory  to  maintain  and  accumulate 
the  minimum  amount  of  reserve  as  provided  in  the  act. 
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5.  The  reserve  is  not  to  "be  considered  a  liability  "but  a  part  of 
surplus.  Thus  the  reserve  is  made  available  for  corporate  purposes  and  may 
"be  used  as  a  revolving  fund. 

U,  If  elected,  the  additional  assessment  charged  memhers  may  not 
he  less  than  5^  of  any  required  assessment. 

5.  Additional  assessments  must  he  made  until  the  reserve  equals 
25^  of  the  company's  losses  gmd  expenses  incurred  during  the  preceding  four- 
year  period,  or  the  sum  of  $2,000,  whichever  is  greater. 

6.  The  minimum  amount  of  reserve  must  he  maintained  thereafter, 
hut  measured  hy  the  four-year  period  immediately  preceding  each  fiscal  year. 

7.  Provided  such  reserve  is  not  less  than  $5,000,  a  company  may  he 
licensed  to  do  business  in  six  adjoining  counties,  instead  of  five. 

8.  If  the  reserve  hecomes  impaired,  the  Superintendent  may  order 
the  impairment  made  good  within  a  stated  period  of  time. 

The  only  coercive  feature  of  the  statute  is  that  the  rate  of  assess- 
ment cannot  he  lowered  below  the  average  of  rates  of  the  preceding  four  years 
until  the  company  has  accianulated  the  ful]  amount  of  reserve  as  required  by 
the  statute. 

A  substantial  number  of  companies  are  accumulating  reserve  funds  by 
including  in  their  assessments  a  loading  for  this  purpose  and  others  have 
given  assurance  of  their  intention  to  do  likewise.  The  companies  may  continur 
such  programs  without  electing  to  establish  a  loss  and  expense  reserve.  The 
new  statutory  loss  and  expense  reserve  provides  a  workable  method  of  accumu- 
lating an  adequate  reserve.   It  offers  a  definite  program  to  be  followed  with- 
out imposing  an  imdue  burden  on  members  and  consequently  deserves  careful  con- 
sideration on  the  part  of  those  who  have  the  responsibility  of  directing  the 
destinies  of  your  companies  and  on  the  part  of  the  central  organization.   It 
may  take  some  courage  on  the  part  of  the  management  to  sell  the  idea  to  the 
members,  but  the  cost  will  be  small  to  the  individual  and  should  ultimately 
result  in  a  saving  to  him. 


Cooperation  as  Practiced 
By  Advance  Premium  Companies 

Frank  P.  Tucker,  Secretary  and  Manager 
Cooperative  Fire  Underwriters  Association  of  New  York  State 
Albany,  N.  Y. 

Until  1909  when  Williaia  H.  Hotchkiss  was  appointed  State  Superinten- 
dent of  Insurance,  cooperation  among  the  advance  premium  companies  in  New  Yori 
State  had  been  entirely  on  a  voluntary  basis,  and  the  regulation  of  them  had 
been  self-imposed.  Legislation  enacted  in  I9IO  not  only  marked  some  distinct- 
ly forward  steps  but  made  it  evident  that  the  companies,  individually  or  as  a 
group,  must  cooperate  more  closely  than  ever  before  if  they  wished  to  progresf 

Thus  the  "Cooperative  Fire  Underwriters  Association  of  New  York 
State"  came  into  being  with  headquarters  at  Albany  and  with  a  constitution 
that  contained  a  well  defined  and  clearly  understood  objective. 
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Article  11^  Section  1,   provided  for  complete  cooperation  in  the 
transaction  of  tusiness  in  (a)  exchange  of  "business  experience;  (b)  compila- 
tion of  statistics  on  fire  losses  to  determine  rates;  (c)  joint  inspection 
of  risks  and  adjustment  of  losses;  (d)  instruction  and  education  of  agents 
and  the  putllc  on  fire  Insurance  in  general,  and,  particular  instimction  for 
agents  and  insured  meaibers  in  the  New  York  State  plan  of  cooperative  fire 
insurance;  (e)  to  secure  an  ethical  "basis  of  operation  as  "between  the  several 
memher  companies  of  the  Association,  and  "between  such  companies  and  their 
agents . 

Section  2  stated  that  it  shall  "be  an  o"bject  of  this  Association  to 
protect  the  interests  of  the  policyholders  in  the  avoidance  of  loss  through 
dissemination  of  information  relating  to  the  causes  and  prevention,  and  "by 
the  prompt  payiuent  of  unavoida"ble  losses. 

This  statement  of  ohjectives  has  always  served  as  a  hasis  for  such 
cooperative  operations  as  have  "been  carried  on  "by  the  companies  through  the 
association  office  at  Albany.   Several  of  the  regular  as  well  as  some  special 
departments  or  "bureaus  through  which  the  detailed  work  has  "been  made  possi"ble 
are : 

(l)  Agency  Department  to  handle  the  readjustment  of  agencies  and 
territories;  (2)  Loss  Department  to  assign  adjusters  for  the  handling  of 
losses  which  involve  two  or  more  of  the  individual  companies;  (3)  Printing 
Department  to  furnish  various  types  of  advertising  and  unif~m  supplies. 

ih)     Declined  Eisk  Department  through  which  companies  report  to  the 
"bureau  on  risks  which  have  "been  offered  to  them  and  declined  "because  of  un- 
favora"ble  conditions;  (5)  Farm  Department  through  which  the  1?  companies  op- 
erate jointly  in  writing  farm  property  insurance,  each  company  carrying  a  cer- 
tain percentage  of  the  total  of  each  policy;  (6)  General  Com'bination  Policy 
Department  through  which  large  and  selected  lines  of  insurance  are  written, 
with  each  of  the  17  companies  of  the  Association  assuming  one- seventeenth  of 
the  line . 

(7)  Agents  Licensing  Department  through  which  the  Association 
serves  the  individual  companies  in  applying  for  and  o"btaining  licenses  for 
agents;  (8)  Inspections  "by  the  Farm  Department  on  farm  "business  aiid  "by  the 
General  Com'bination  Department  for  general  "business,  with  provision  for  such 
services  as  desired  rendered  to  the  individual  companies  through  the  Associa- 
tion office;  (9)  Underwriters  Eating  Board  to  do  with  the  making  of  rates  to 
"be  charged  on  all  classes  of  property.  This  was  esta"bllshed  as  a  unit  separ- 
ate from  the  Association  proper  in  November  1957  but  continues  a  service 
which  had  formerly  been  represented  by  the  "Eating  and  Inspection  Bureau" 
of  the  Association.  Some  companies  have  membership  in  the  Eating  Board  which 
are  not  members  of  the  Association,  and  that  was  one  of  the  reasons  for  Diaking 
it  a  separate  organization  but  none  the  less  a  branch  of  the  Association 
proper . 

(10)  Association  Eeserve  Fund  -  Two  separate  funds  have  been  known 
under  this  title.  The  first  one  provided  was  a  smaller  fund  held  by  the 
Association  Office  and  which  had  been  used  at  different  times  in  financing 
certain  requirements  which  presented  themselved.  This  is  a  fund  available 
for  any  emergency  which  might  arise  and  as  authorized  by  the  membership. 

(11)  Emergency  Eeserve  Fund  -  is  a  fund  permitted  by  law  and  to 
which  the  companies  contribute  each  year  in  amounts  not  exceeding  1^  of  pre- 
mium income.  This  fund  has  been  built  up  to  about  $150,000,  and  is  held  by 
the  State  Bank  of  Albany  as  Trustee. 
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(12)  Through  the  Agency  Department  the  companies  also  maintain 
what  is  classed  as  a  Collection  Bureau  to  which  the  individual  companies  re- 
port regularly  with  respect  to  any  delinquent  agents'  accounts. 

(15)  Service  Organization  -  Under  the  present  state  insurance  law 
it  is  provided  that  any  person,  association  or  corporation  which  has  anything 
to  do  with  the  making  of  rates  hecomes  a  "Service  Orgsjiization."  Although  the 
Association  turned  over  to  thp  newly  fcrmed  Underwriters  Eating  Board  the  real 
duties  in  this  respect,  it  was  found  that  the  part  played  ty  the  Association 
proper  was  such  that  under  provisions  of  the  State  law  it  would  he  designated 
as  a  "Service  Organization." 

In  an  experience  of  thirty  years  in  Association  activities  it  has 
"been  found  that  there  are  innumerahle  opportunities  for  cooperative  action 
entirely  apart  from  the  operation  of  estahlished  "bureaus.  These  would  in- 
clude Legislation;  Puhlicity,  Public  Relations,  etc.,  for  which  no  set  rule 
could  he  established. 

Just  at  the  present  time  the  companies  are  cooperating  in  an  adver- 
tising campaign  in  the  form  of  a  contest  seeking  a  suitable  slogan  to  use  in 
general  advertising.  Toward  this  campaign,  which  will  cost  several  thousands 
of  dollars,  the  companies  contribute  on  the  basis  of  their  premium  income. 


Outline  of  Reinsurance  Methods 

Kenneth  H.  Hunter,  Associate  Agricultural  Economist 
Farm  Credit  Administration,  Washington,,  D.  C. 

Three  essentials  to  sound  mutual  underwriting  are:   (l)  the  selec- 
tion of  risks;  (2)  the  spread  of  risks;  and  (3)  fire  prevention.  Reinsurance 
is  one  method  developed  to  aid  in  the  spreading  of  risks. 

Proper  reinsurance  will  solve  the  difficulties  of  providing  cover- 
age on  an  unusually  large  property.  The  Insured  receives  but  one  contract; 
he  deals  with  but  one  company.   The  dlrect-inriting  company  closes  the  door 
to  competition  as  far  as  introducing  another  company  on  the  risk  is  concerned; 
it  increases  its  volume  of  business  which  means  revenue;  and  assuming  the 
company  to  be  sound  in  other  respects,  it  gains  a  new  and  presumably  loyal 
member . 

The  first  type  of  reinsurance  developed  was  specific  reinsurance 
on  a  pro  rata  basis.  Under  this  form  of  contract,  the  direct-writing  company 
or  ceding  company  cedes  a  certain  proportion  or  amount  of  the  insurance  to  the 
reinsuring  company  which  shares  on  a  pro  rata  (i.e.,  a  proportionate)  basis 
any  losses  occurring  on  that  property.  Somewhat  later  was  developed  the  ex- 
cess loss  contract,  under  which  the  ceding  company  retains  a  certain  fixed 
amount  on  every  risk  and  cedes  all  above  that  amount.   In  case  of  either  pro 
rata  or  excess  loss  the  insured  looks  directly  to  the  company  whose  contract 
he  holds.  Normally  he  knows  nothing  of  the  reinsurance  contract  and  there  is 
no  necessity  for  him  to  care  whether  his  property  is  reinsured. 

The  so-called  treaty  or  blanket  reinsurance  plan  involves  a  contract 
which  stipulates  the  types  of  property  and  other  conditions  relating  to  the 
ceding  and  accepting  of  reinsurance.   One  plan  of  sharing  risks  under  treaty 
reinsurance  is  the  quota  share  plan,  under  which  the  direct-writing  company 
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is  compelled  to  cede  to  the  reinsuring  company  a  definite  proportion  (half ^  / 
for  instance)  of  all  insurance  written  on  the  lines  of  "business  covered  lay 
the  agreement.  Losses  are  shared  in  same  proportion  that  the  parties  share 
in  the  insurance  in  force  on  the  property  on  which  the  loss  has  occurred. 

Under  treaty  insurance,  the  excess  loss  type  of  contract  is  some- 
times written  and,  as  under  specific  excess  loss  insurance,  the  ceding  com- 
pany must  pay  losses  equal  to  the  insurance  it  retains  "before  the  reinsur-ance 
company  begins  to  contribute  to  the  loss , 

Another  type  of  treaty  or  blanket  reinsurance  is  known  as  excess  of 
loss.   It  attempts  to  protect  the  ceding  company  against  excessive  losses  on 
all  its  business  rather  than  against  an  excessive  loss  on  a  given  property. 

Specialized  farm  mutual  reinsurance  companies  have  developed  the 
idea  one  step  further  by  attempting  to  protect  the  direct-writing  companies 
against  excessive  losses  in  a  given  year.  This  is  usually  done  by  ascertain- 
ing the  normal  loss  ratio  per  unit  of  insurance  in  force  over  a  period  of 
years.  The  so-called  loss  budget  is  then  found  by  multiplying  this  normal 
loss  ratio  or  some  percentage  of  it  by  the  volume  of  insurance  in  force.  The 
reinsurance  company  then  agrees  to  reimburse  the  ceding  company  for  any  ex- 
cess of  loss  above  this  budget.  Some  upper  limit  is  usually  placed  on  the 
contribution  of  the  reinsurance  company. 

Several  types  of  reinsurance  organizations  exist.  First,  there  is 
the  direct  exchange  of  reinsurance  between  direct-writing  companies.   Second, 
there  has  grown  up  the  so-called  clearing  house  associations  which  facilitate 
the  exchange  of  reinsurance  between  direct-writing  companies.  The  clearing 
house  association  is  not  an  insuring  company  but  merely  brings  together  under 
a  well-defined  plan  the  companies  which  wish  to  cede  and  those  which  wish  to 
accept  reinsurance.  Third,  there  are  the  specialized  reinsurance  companies. 


Outline  of  Reinsurance  Methods 

H.  F.  McGlauflin,  Secretary 
Maine  Mutual  Fire  Insurance  Companies,  Presgue  Isle,  Me. 

Reinsurance  promises  to  become  a  major  method  of  handling  insurance 
lines.  The  growing  practice  of  having  fewer  policies  on  any  one  property  and 
of  having  those  policies  for  larger  amounts  is  much  more  satisfactory.  Then 
too,  for  the  man  who  has  several  properties,  it  is  easy  for  him  to  check  his 
insurance  at  any  time  if  it  is  in  one  policy. 

If  the  policy  is  reinsured  into  other  companies,  there  is  no  ques- 
tion of  non- concurrency  in  case  of  a  loss,  as  each  reinsuring  company  is  lia- 
ble for  its  proportion  of  the  loss  under  the  direct  policy,  subject  to  the 
same  forms,  methods  of  adjustment,  and  practices  of  the  ceding  company.  Rein- 
surance also  avoids  the  confusion  which  sometimes  occurs  when  a  man  has  sever- 
al policies  on  the  same  property. 

A  company  which  reinsures  must  necessarily  have  reinsurance  treat- 
ies with  several  other  companies  because  of  course  it  is  not  practical  to 
give  any  one  reinsurance  company  too  large  a  line  subject  to  one  fire.  The 
business  should  be  spread  over  many  risks  in  proportion  to  the  size  of  the 
risk  that  any  one  company  would  take  if  insuring  direct.   Our  method  is  to 
treat  each  reinsurance  company  the  same  as  we  would  if  we  were  an  agent  to 
write  direct  lines  for  them. 
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Reinsurance  works  especially  well  in  Aroostook  where  a  large  vol^e'  0 
of  coverage  is  carried  at  some  times  of  the  year  on  potatoes  in  storage.   It 
is  not  uncommon  for  one  policy  to  cover  several  thousand  dollars  worth  of  po- 
tatoes with  high  values  at  certain  points.  We  use  what  we  term  a  floater 
policy  which  in  effect  is  a  reporting  form.  This  "business  is  usually  handled 
hy  reinsuring  a  percentage  of  the  policy  into  majoy  different  companies.  The 
reinsuring  company  thus  has  an  average  in  hoth  the  high  and  low  points. 
While  the  losses  on  this  class  of  husiness  vary  from  year  to  year,  on  the 
average  this  plan  has  proved  reasonably  profitable  for  all  companies  involved. 

The  method  used  hy  our  group  of  companies  in  accepting  reinsurance 
and  in  ceding  lines  to  other  companies  is  to  accept  or  cede  the  same  amount 
that  we  would  write  direct.   In  a  mutual  company,  it  would  he  unfair  to  the 
direct  policyholders  were  the  company  to  handle  reinsurance  in  larger  lines 
than  would  be  acceptable  on  direct  business. 

The  main  pui*pose  of  reinsurance  is  to  spread  the  risk,  but  of 
course  the  company  accepting  the  line  is  subject  to  the  same  fluctuation  in 
loss  ratio  as  the  ceding  company.   I  believe  therefore,  that  perhaps  even 
longer  term  averages  in  figuring  business,  either  that  ceded  to  or  accepted 
from  companies,  would  be  more  fair  in  establishing  judgment  of  the  business. 
Once  a  reinsurance  treaty  becomes  effective,  it  should  be  continued  until 
there  is  ample  time  to  definitely  decide  whether  the  business  is  profitable 
before  cancelling  the  treaty. 


Outline  of  Eeinsurance  Methods 

Charles  W.  Foote,  Secretary 
Sural  Cooperative  Fire  Insurance  Co . ,  Wallingf ord,  Vt . 

We  do  not  give  or  take  reinsurance,  in  that  we  do  not  collect  pre- 
miums for  any  other  company;,  nor  do  we  adjust  losses  for  any  other  company. 
All  insurance  in  the  three  Vermont  companies  is  direct  in  that  respect. 

We  do,  however,  take  applications  for  more  than  $4000  and  ask  other 
companies,  both  mutual  or  cooperative,  to  take  some  of  it.  In  this  case  the 
insurance  they  take  is  direct. 


Outline  of  Eeinsurance  Methods 


E.  M,  Stsnton,  Secretary 
New  York  State  Central  Organization  of  Cooperative  Fire  Insruance 
Greenville,  W.  Y. 

Eeinsurance  makes  it  possible  for  farm  mutuals  to  render  real  ser- 
vice to  the  policyholder  who  has  a  large  risk  to  insure.   One  way  to  handle 
a  large  risk  is  concurrent  insurance.  The  local  mutual  issues  its  policy  for 
part  of  the  insurable  value  and  permits  or  helps  the  farmer  to  obtain  addi- 
tional insurance  from  some  other  company  or  companies.  This  has  its  disad- 
vantages both  to  the  insured  and  to  the  local  company.  Furthermore,  it  is 
the  duty  of  farmers'  mutual  insurance  companies  to  make  the  insurance  problemc 
of  their  members  as  simple  as  possible .  They  should  handle  among  themselves 
the  distribution  of  the  liability  on  all  ordinary  risks,  when  such  liability 
happens  to  be  too  large  to  be  wiselj'-  carried  through  the  local  mutual  alone. 
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We  need  to  standardize  not  only  our  policy  form  and  "bylaws  but  the 
application  "blank  and  the  other  forms  that  are  used  in  our  insurance  work. 
¥e  need  to  train  young  people  so  that  in  time  they  may  be  capable, efficient 
insiorance  officials;  let  us  begin  now  by  arranging  for  inspection  contests; 
get  yovmg  people  interested  in  fire  prevention;  train  them  to  become  fire- 
conscious. 

Let  us  insist  on  better  records  and  accounting  systems  in  all  mutual 
companies  who  reinsujre  any  part  of  their  risks. 

I  can  see,  too,  somewhere  in  the  not  too  distant  future,  a  trained 
inspector  who  will  devote  all  his  time  to  Inspection  of  risks,  thus  preventing 
many  fires  and  reducing  the  fire  loss  ratio. 

Reinsurance  companies  operatin-g  throughout  a  state  have  an  opportim- 
ity  to  take  the  lead  in  many  fire  insurance  practices. 
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FOREWORD 


In  the  following  pages  are  abstracts  of 
discussions  and  formal  papers  presented  at  the  I9U1 
Annual  Stockholders'  Meeting  of  the  Springfield  Bank 
for  Cooperatives  and  the  Cooperative  Conference  held 
jointly  with  the  New  England  Institute  of  Cooperation. 
If  more  details  are  desired  concerning  any  of  the 
papers  they  may  he  obtained  direct  from  the  individuals 
concerned  or  from  the  Springfield  Bank, 


George  W.  Lamb,  President 
Springfield  Bank  for  Cooperatives 
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Report  to  Stockholders 

G.  W.  Lamb,  President 

Springfield  Eank  for  Cooperatives 

Springfield,  Massachusetts 

I  wish  to  address  you,  not  as  "borrowers,  tut  as  stockholders  or 
o\\mers  of  your  own  "bank. 

You  will  remember  the  conditions  facing  farmers  and  cooperatives 
in  the  years  prior  to  193'+.   Through  force  of  necessity  farmers  were  forming 
cooperatives  to  market  their  produce,  cooperatives  to  purchase  their  supplies, 
and  cooperatives  to  perform  farm  business  sc'rvices.   The  farmers  themselves 
were  in  desperate  financial  straits.   Those  were  the  days  of  90-cent  milk, 
25-cent  potatoes,  and  no  market  for  fruit.   It  was  impossible  then  for  farmers 
to  finance  their  cooperatives  without  outside  aid,  and  local  sources  of  credit, 
nine  times  out  of  ten,  were  -unable  to  advance  adequate  credit  to  meet  their 
needs.   Even  with  the  backing  of  the  directors'  signatures  many  cooperatives 
were  unable  to  secure  financing,  and  if  financing  was  available  it  usually 
was  on  a  short-term  basis  where  long-terra  was  needed. 

In  response  to  this  need  the  banks  for  cooperatives  were  organized 
as  permanent  sources  of  credit  for  eligible  cooperatives  in  adequate  amounts 
under  terms  suited  to  the  cooperatives'  needs  and  at  rates  comparable  to  the 
rates  available  to  industry. 

Late  in  1933.  13  banks  for  cooperatives  were  organized — one  in  each 
of  the  Farm  Credit  Districts  and  a  Central  Bank  in  Washington — to  serve  the 
larger  regional  and  national  cooperatives  and  to  act  as  a  reservoir  of 
credit  for  the  district  banks.   The  Governor  of  the  Farm  Credit  Administration 
originally  purchased  $110,000,000  worth  of  stock  in  these  banks,  of  which 
550,000,000  was  in  the  Central  Bank. 

By  April  30,  19^1,  these  thirteen  banks  had  loaned  $626,^15,000  to 
the  farmer-owned  and  farmer-controlled  cooperatives  of  this  Nation.  Of  this 
amount,  $556,185,000  has  been  repaid  and  loans  outstanding  on  that  date  were 
$6S,057,000  to  1,679  cooperatives. 

Each  share  of  stock  or  unit  of  guaranty  fund  originally  was  worth 
$100.   Earnings  of  the  banks  have  increased  the  stock  value  until  on 
April  30,  I9U1  each  share  was  worth  $117.76.   Thus  every  dollar  furnished  by 
the  Government  to  all  thirteen  banks  is  safe  at  the  present  time  and  could 
be  reclaimfd,  if  necessary. 

Seven  years  ago  last  November  the  Governor  of  the  Farm  Credit 
Administration  purchased  $5,000,000  worth  of  stock  in  the  Springfield  Bank 
for  Cooperatives.   Later  Government  carjital  was  increased  to  $2,000,000  and 
last  year  $2,500,000  was  returned  leaving  o\xc   Government  capital  at 
$5,500,000.   This,  plus  $217,000  owned  by  the  cooperatives,  is  sufficient 
for  our  present  needs  and  we  have  been  assured  that  if  the  needs  increase, 
more  will  be  available. 

From  organization  until  this  morning  your  Bank  has  loaned  over 
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$22,250,000  to  159  cooperatives  in  the  Northeast.   Our  outstanding  loans  right 
now  are  $U,  200,000.   During  our  seven  and  one-half  years  we  hai'-e  written  off, 
or  removed  from  our  loan  file  by  other  means  than  repayment,  $175,872.   This 
means  that  the  cooperatives  have  repaid  $17, SSI, 000.   On  May  3I,  I9U1  each 
share  of  our  stock  was  worth  $112.31. 

This  record  proves  that  the  cooperative  method  of  doing  business  is 
sound,  that  farmers  who  have  handed  together  to  transact  the  business  incident 
to  their  farn  operations  are  worthy  of  credit,  and  that  when  that  credit  is 
granted  it  will  be  repaid  according  to  schedule,  almost  100  per  cent. 

Pack  in  193^  only  three  classes  of  loans  were  available:  facility 
rnd  operatin,-:  loans  to  marketing  cooperatives,  and  operating  loans  to  pur- 
ch.^.sing  cooperatives.   Gradimlly  new  services  were  added  -until  now  all  types 
of  loans  are  available  to  all  business  cooperatives. 

In  line  with  one  of  the  fundamental  purposes  of  the  banks  for 
cooperatives,  interest  rates  have  been  revised  from  time  to  time  to  make  fxrnds 
available  at  the  lowest  rate  consistent  with  good  Judgment.   The  rates  in 
I93I)  wore  U^  per  cent  for  facility  and  U  per  cent  for  operating  capital  loans. 
At  present  the  rates  are  3i-  per  cent  for  facility  money,  2^  per  cent  for 
operating  capital,  and  Ivr  per  cent  for  commodity  loans. 

Amid  all  the  changes,  there  has  remained  one  fixed  policy — so-und 
loans  to  sound  cooperatives.   Naturally,  however,  the  interpretation  of  that 
policy  has  changed. 

V/hat  would  happen  if  all  G-overnment  capital  were  withdrawn  from  the 
Bank?   If  our  volume  of  loans  outstanding  should  remain  constant  throughout 
the  year,  and  if  wo  could  borrow  funds  at  the  same  rate  that  is  available  to 
the  Federal  Intermediate  Credit  Bank  through  the  sale  of  debent\ires,  we  could 
pay  all  of  our  exponses  and  add  a  little  bit  to  surplus  without  using  any 
income  from  Governmental  funds. 

Now  I  wish  to  speak  frankly  and  bluntly  to  the  owners  of  this 
business.   It  is  true  that  you  have  a  senior  partner  who  at  times  may  seem 
to  have  all  the  control.   Ahead,  however,  is  the  vision  of  the  time  when 
Government  ownership  of  stock  in  this  Bank  may  be  replaced  by  cooperative 
ownership.  Already  the  surplus,  undivided  profits  and  cooperative  stock  in 
this  Bnnk  totals  almost  $1,000,000,  or  nearly  IS  per  cent  of  the  Government 
capital.   But  our  vision  never  will  come  true  in  its  entirety  until  the 
cooperr-tives  cease  to  look  at  the  Bank  as  just  another  source  of  credit. 

As  I  just  mentioned,  under  certain  more  or  less  ideal  conditions 
our  Bank  could  continue  as  an  independent  institution  with  its  present 
volume  of  loans  although  the  margin  would  be  pretty  thin  and  probably  some 
curtailment  of  service  would  be  necessary.   But  you  and  we  never  should  be 
satisfied  with  the  present  volume  of  loans.   Roughly,  the  cooperatives  in  this 
district  are  using  about  $20,000,000  of  borrowed  capital  at  the  peak  of  each 
year,  of  which  about  20  per  cent  is  borrowed  from  the  cooperatives'  own  bank. 

A  few  cooperatives  do  not  wish  to  borrow  from  this  Bank  because  it 
was  and  is  sponsored  by  the  Government.   Perhaps  these  groups  never  stopped 
to  think  that  such  sponsorship  is  right  in  line  with  the  policy  followed  by 
the  Government  almost  since  the  fo\indation  of  the  Republic.   The  Government 
always  has  sponsored  certnin  infant  industries  which  seemed  vital  to  the 
general  welfare;  and  all  too  freq^uently  that  sponsorship  has  cost  real  money. 


In  contrast,  every  dollar  of  G-overnment  capital  invested  in  the  tanks  for 
cooperatives  is  safe. 
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Some  cooperatives  do  not  use  our  services  because  of  what  they  call 
"red  tape,"  overly  careful  investigations  which  cause  delay,  too  strict 
insistence  on  proper  accounting  records,  or  too  much  attention  to  organization 
details.   Every  one  of  these  requirements  is  a  safeguard  for  your  investment 
in  your  Bank, 

Right  here  is  where  I  think  you  stockholders  can  he  of  greatest 
value  to  5'our  Bank.   Frankly,  I  think  some  of  you  have  let  your  own  institution 
do\'m.   I  am  afraid  not  many  of  you  have  "been  very  active  in  pointing  out  to 
desirable  credit  risks  the  advantages  of  cooperative  hanking.   If  you  assume 
your  proper  responsibility  toward  your  Bank  there  is  no  reason  why  many 
cooperatives  cannot  be  set  right  in  their  relationship  with  the  Bank  and  v;hy 
our  volume  of  loans  should  not  increase  materially.   Every  million  dollar 
increase  in  sound  loans  brings  nearer  the  day  when  your  Bank  can  be  actually 
yours  in  reality  as  well  as  in  name. 

During  the  next  few  years  the  cooperatives  and  the  Bank  will  be 
operating  under  conditions  radically  different  from  those  to  which  we  have 
been  accustomed.   Whether  you  and  we  can  stand  the  test  of  changed  conditions 
will  depend  in  a  great  measure  upon  our  reactions  to  the  challenge.   Unselfish 
interests,  sound  thinking,  constructive  actions,  perseverance — these  are  the 
key  that  will  open  to  the  cooperatives  and  to  the  Bank  the  door  of  opportunity. 
Have  we  the  courage  to  use  the  key? 


Report  to  Stockholders 

A.  B,  Loring,  Secretary 

Springfield  Bank  for  Cooperatives 

Springfield,  Massachusetts 

The  year  I9U0  brought  102  applications  for  financing  from  85  coopera- 
tives, 75  of  which  had  previously  applied  for  loans,  along  with  a  vast  number 
of  inquiries  from  other  associations  and  persons  interested  in  cooperative 
endeavor.   On  the  basis  of  the  102  applications  received  the  Bank  loaned 
$3,027,5^0,  thus  aiding  farmers  to  carry  on  many  diverse  cooperative  activities. 

Host  cooperative  organizations  were  created  to  fill  a  real  economic 
need  in  their  area  but  in  some  instances  this  need  no  longer  exists. 
Occasionally  we  have  noticed  that  a  cooperative  was  no  longer  doing  the  things 
for  which  it  was  organized.  Perhaps  its  bylaws,  method  of  operation,  or  means 
of  capitalization  have  been  outmoded  or  are  inadequate.   Oftentimes  the  people 
for  whom  an  association  was  created  are  no  longer  active  in  it,  yet  retain  a 
financial  interest  perhaps  solely  because  they  cannot  withdraw  it.   Methods 
of  marketing  have  changed;  demands  and  supplies  have  also  changed.   With  all 
these  changes  cooperatives  too  have  changed,  and  with  the  changes  have  come 
many  problems, 

I'lany  cooperatives  have  gone  placidly  along  supposing  that  simply 
because  they  were  cooperatives  they  were  exempt  from  Federal  Income  Tax. 
Many  cooperatives  have  made  changes  in  operations,  not  fully  realizing  that 
such  changes  vitally  affected  their  exemption  and  even  destroyed  their 
eligibility  to  borrow  from  the  banks  for  cooperatives. 
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Federal  marketing  order  regulations,  state  laws,  the  changing 
economic  picture,  the  regulations  of  the  institutions  with  which  a  cooperative 
does  "business — all  these  things  add  to  the  confusing  picture  which  cooperatives 
must  analyze  if  they  are  to  keep  up  with  the  changing  times. 

We  have  constantly  endeavored  to  pass  on  ideas  from  one  cooperative 
to  another,  whether  those  ideas  he  simply  suggestions  for  plant  improvement 
or  for  more  far-reaching  changes  in  the  organization  of  the  association.   From 
our  work  with  cooperatives  we  have  'oecome  more  and  more  aware  of  the  necessity 
for  keeping  constantly  in  mind  the  fundamentals  of  cooperative  activity.   The 
teaching  of  those  fundamentals  is  the  most  crying  need  of  cooperatives  today. 

Too  many  cooperative  members  look  upon  their  association  as  just 
another  dealer.   Too  many  members  look  upon  their  cooperative  as  all  "take" 
and  no  "put.  "  There  is  only  one  way  to  overcome  these  difficulties  and  that 
is  by  educating  the  members  in  the  fundamentals  of  cooperation  and  by  instil- 
ling them  with  the  spirit  behind  those  fundamentals. 

These  fundamentals  can  be  very  briefly  stated;  they  are  essentially 
the  same  as  the  six  rules  adopted  by  the  Eochdale  Pioneers  in  ISUU: 

1.  Membership  should  be  within  the  reach  of  all  and  no  member 
should  be  barred  from  participation  because  of  financial  status. 

2.  Capital  should  be  widely  distributed  among  the  members  and  not 
concentrated  in  the  hands  of  a  few.  The  organizational  papers 
should  be  so  drawn  as  to  prevent  the  concentration  of  ownership. 

3.  One  man,  one  vote. 

U,   For  a  purchasing  cooperative — sales  at  going  prices,  not  at 

cut  rates;   for  a  marketing  cooperative — returns  at  the  earned 
or  going  rates,  whichever  is  less;  no  overpayments. 

5.  For  a  purchasing  cooperative — sales  for  cash  to  eliminate  credit 
losses. 

6.  Distribution  of  savings  on  the  basis  of  volume  of  patronage 
contributed. 

If  a  cooperative  works  upon  the  basis  of  these  fundamentals  and  if 
its  members  fully  understand  them,  then  all  the  problems  of  Federal  Income 
Tax  liability,  eligibility  to  borrow  from  the  banks  for  cooperatives,  compli- 
ance with  state  laws  and  most  important  of  all,  efficient  operation,  are 
solved.   It  is,  we  believe,  as  simple  as  that. 

It  is  very  easy,  however,  for  those  of  us  who  are  close  to  the 
management  of  cooperatives  to  adopt  the  same  terminology  and,  unfortunately, 
some  of  the  ideas  of  proprietary  business.   We  speak  about  profit  and  loss 
when  a  cooperative  should  have  none;  we  speak  about  surplus  which  has  no  real 
place  on  a  cooperative  balance  sheet;  and  we  become  involved  in  a  host  of 
other  conceptions  which  have  no  part  in  a  cooperative  enterprise.  We  don't 
go  back  to  the  fundamentals  as  often  as  we  should. 

In  the  proprietary  operation  the  cost  of  sales  is  fixed  before  the 
expenses  are  incurred.   The  proprietor  takes  the  risk  of  the  expenses  and 
the  cost  of  sales  and  his  is  the  risk  of  a  profit  or  a  loss.   In  the  coopera- 
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tive  the  proprietors,  or  memters,  supply  their  own  raw  material  and  there  is 
no  cost  of  sales.   The  members  take  the  risk  of  expenses,  paying  them  out 
of  the  sales  proceeds,  and  all  that  remains  belongs  to  the  members  in 
proportion  to  their  contribution  of  raw  material.   If  operations  are  such 
that  the  proprietary  concern  would  have  had  a  profit  then  the  cooperative 
members  are  Just  that  much  better  off  by  running  their  own  business. 

But  there  is  also  a  risk  involved  and  the  membership  of  a  coopera- 
tive must  fully  understand  what  that  risk  is  and  be  prepared  to  take  it.   If 
the  operations  are  such  that  the  proprietary  concern  would  have  incurred  a 
loss,  what  happens  to  the  cooperative  operations?  Obviously  increased 
expenses,  or  decreased  sales,  would  reduce  the  amount  available  for  distri- 
bution and  members  receive  less  than  the  patrons  of  the  proprietary  concern. 
They  sustain  a  proprietary  loss,  a  loss  which  they  agreed  to  share  when  they 
agreed  to  share  the  increased  return  possible  by  cooperative  operation. 

In  a  cooperative  members  pool  their  efforts,  their  resources,  and 
their  products  in  the  hope  of  a  greater  rettirn  to  be  divided  among  them  on 
the  basis  of  their  use  of  the  organization.   The  lesser  returns  or  the  losses 
must  be  borne  on  the  same  basis. 

We  recognize  the  practical  difficulties  in  "selling"  this  program, 
but,  in  our  experience,  there  has  been  no  one  idea  or  no  fundamental 
principle  so  easily  misunderstood  nor  so  readily  passed  over  or  forgotten  in 
the  stress  of  marketing.   Think  and  talk  of  savings  or  earnings  returned  or 
invested,  rather  than  profits  and  sxirplus. 

We  can  do  our  part  by  reviewing  o\ir  experience  in  the  light  of  the 
fundamentals  of  cooperation  and  by  teaching  the  members  of  the  organizations 
these  same  all-importaJit  fundamentals — the  fundamentals  upon  which  the  present 
great  structure  of  cooperation  was  built  and  upon  which  can  be  built  an  even 
greater  future. 
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Report  to  Stockholders 

J.  Roberts  Doe,  Treasurer 

Springfield  Bank  for  Cooperatives 

Springfield,  Kiassachusetts 

Eote:   The  schedules  following  this  report  were  presented  and  the  balance 
sheet  and  changes  in  the  surplus  account  resulting  from  19^0 
operations  were  explained  in  detail. 

Having  entrusted  the  business  assets  and  the  general  problems  of 
operations  to  a  board  of  directors  and  an  operating  management,  the  stock- 
holders of  a  business  have  a  right  to  expect  that  all  records  and  reports 
necessary  for  the  successful  guidance  of  that  business  will  be  maintained 
and  used.   The  balance  sheet  of  a  business  constitutes  a  picture  of  the 
financial  condition  on  a  given  date.   However,  to  obtain  a  satisfactory 
determination  of  the  operating  results  of  that  business  there  must  be  an 
examination  of  a  properly  prepared  operating  statement.   Frequently  other 
financial  reports  and  statistical  summaries  must  be  used  as  the  basis  for 
intelligent  policy  making  or  for  acting  upon  the  advisability  of  following 
definite  courses  of  action. 

For  the  management  of  the  Springfield  Bank  for  Cooperatives  the 


preparation  of  financial  reports  and  the  stitmission  of  those  reports  to  the 
"board  of  directors  is  a  routine  matter.   The  figxxres  now  suhnitted  to  the 
stockholders  reflect  the  financial  condition  of  the  Bank  following  operations 
of  the  year  19^0  and  they  permit  an  analysis  of  the  operations  of  the  Bank 
for  that  year;  they  also  provide  additional  information  concerning  the  loaning 
experience  of  the  Bank.   The  following  paragraphs  summarize  some  of  the  more 
important  figures. 

On  Decemher  '^1,    19^0  the  total  amount  of  loans  outstanding  was 
$591,391.00  less  than  at  the  end  of  the  previous  year.   This  resulted 
principally  through  reduction  of  two  large  term  loans  and  substantial 
liquidation  of  inventory;  hence,  reduction  of  seasonal  indebtedness  of  a 
group  of  fruit  and  vegetable  cooperatives.  Advances  in  igHO  were  $3,027,000.00 
and  rppa;/ments  totaled  $3,6l6,000.00.   A  total  loan  "balance  of  $3,725,000.00 
was  outstanding  at  the  year  end. 

In  19^+0,  using  funds  largely  o"btained  from  the  sale  of  seciirities, 
the  Bank  retired  $2,500,000.00  of  its  capital  stock  which  had  "been  owned  by 
the  Governor  of  the  Farm  Credit  Administration.   The  remaining  assets  of  the 
Bank  had  been  sufficient  to  cover  all  lending  needs. 

After  deducting  total  operating  expenses  from  total  loan  income 
there  remained  a  net  gain  for  the  year  of  $l47,062. 00.  Net  income  from 
investments  was  $b7i5'^'+. 00.   Sales  of  securities  resulted  in  a  net  profit 
of  $97.1^2.00.  Dioring  the  year  loans  previously  charged  off  were  reduced 
by  collections  of  $3,386,00  and  loan  amounts  determined  to  be  uncollectible 
were  charged  off  in  the  amount  of  $3,189«00'  Adjustments  in  valuation 
reserves  resulted  in  a  net  reduction  of  $2,l6U. 00  chargeable  against  the 
surplus  account.   The  items  increasing  surplus  more  than  offset  the  items 
reducing  it  and  the  net  income  for  the  year  was  $209,781.00.   This  added 
to  the  balance  of  the  surplus  earned  account  existing  at  the  end  of  the 
previous  year  resulted  in  an  earned  surplus  of  $58g,635«00  at  the  end  of  19^0. 

During  the  entire  period  of  the  Bank's  operations,  January  1,  193^ 
to  December  31,  I9U0,  the  Bank  loaned  $20,283,000.00  and  received  as 
repajTients  of  principal  $l6,393.000«00.   In  that  same  time  net  loan  losses 
sustained  by  the  Bank  amounted  to  $137.6S2.00.   This  loss,  considered  in 
relation  to  the  total  amount  of  money  loaned,  is  slightly  less  than  .7  of  ifo 
during  the  seven  year  period  of  operations. 
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STATEiCEKT   OF  COIIDITION 
Dec enter   3I ,    I9UO 

Asss::s 


Loans: 

Coinraodity 

$  117,^29 

Operating  Capital  (Net) 

2.571.3^9 

facility 

1,036,371 
3.725.209 

Less  Reserve 

2^5,057 

$3.^20,152 

Loan  Funds  in  Escrow 

7,600 

Gash 

6^6,631 

Cash  Collateral 

37.^77 

Investnents: 

U.  S.  Govt.  Obligations  (Fax) 

1.707.900 

Unanortized  Prenium 

20 , Sqs 

1.723,538 

P. I.e. 3.  Debent-ores  (Par) 

UUo.ooo 

Unanortized  Preni-oxi 

1,2S7 

UU1.2S7 

Accrued  Interest: 

Loans 

29,030 

Less  Reserve 

396 

2S,63U 

Investments 

7.913 

Autos,  Furniture,  and  Equipment  (iTet) 

— 

Other  Assets 

2,852 

TOTAL  ASSETS 

$6,38iaHH 

LIABILITIES  KH) 

CAPITAL 

Liabilities: 

Trust  Accoiuits 

$     7.270 

Liability  for  Cash  Collateral 

37.^+77 

Accrued  Liabilities 

1.062 

Capital: 

Capital  Stoc^c  -  U.  S.  G-ovt. 

$5,500,000 

Ca.pital  Stock-  Cooperatives 

235.100 

G-uaranty  Fu.nd  -  Cooperrtives 

11,600 

5,7^6,700 

Sm-plus  Earned 

588,635 

TOTAL  LIABILITIES  &  CAPITAL 

$6,3Sl,lUl+ 

Decenber  3I ,  I9U0 

Total  Connitmcnts  Outstanding 

$2,011,681 


AITALYSIS   OF  Sl^IlPLUS  H^EITSD  ACCOUl^TT 

3alr.r-cc   as   of  Secemlier   31,    1953  $37S,S!5l+ 

Add; 

G-ain  frcn  lopji  operations  prior  to 
clirj-ge-offs  and  adjustncnt  of  reserves  $  h'J  ,0o2 

ITote:- 

Loan  Inconie 
Ooerp^tinfT  Expense 


Incone  fron  invcstncnts  67.5^ 

Gain  on  sale  of  seciorities  (llet)  97.1^2 

Recoveries  on  assets  charged  off  3>3So 

Adjustment  of  reserves  -  interest  2,193 

Total  Additions  217,327 
Deduct: 


Losses  on  assets  chpxged  off 
Adjustncnt  of  Reserves  -  Principal 


3.189 


Total   Deductions  7>5^ 

ITet  Addition  for  Year  I9U0  209,781 

Balance  as  of  Dccem^Dcr  3I.    I9U0  $5S2,d35 
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ADVAircSS.    HEPAYI/SITTS  AND  LOSSES 


191*0 

1/1/3U  -  12/31/Uo 

Advances 

Sepaynents 

$3,027,000 
3,616,000 

$20,283,000 
16.393.000 

ISUO 

1/1/ 3U  -   12/31/UO 

Losses 
Recoveries 
ITot  Logs 

$        3.1S9 

3.3S6 

$      -    197 

$    1^3.91^ 

6,232 

$    137,632 

llet   Loss  l/l/3'4  -   12/3l/l«}   equivalent    .7   of  1^  of  total 
advances. 
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Mera"bers'  Privilei-;es  and  Responsi"bilities  ""^ 

in  a  Cooperative 

S.  D.  Sanders,  Cooperative  3anl-:  Commissioner 

Farm  Credit  Administration 

Washington,  D.  C. 

A  farmer  is  known  by  the  cooperative  he  keeps.   Show  me  a  well-kept 
cooperative  and  I  will  show  you  a  community  in  vhich  a  large  part  of  the 
farmers,  at  least,  are  up-and-coming,  progressive  and  successful.   Show  me  a 
down-at-the-heels  cooperative,  and  I  mil  show  you  a  locality  in  which  inertia, 
dry  rot  and  old  fogyism  have  "began  to  "breed  an  atmosphere  of  discouragement 
and  failure. 

It  might  "be  argued  that  the  community  sets  the  pattern  for  the 
cooperative.   I  "believe  it  is  more  true  to  say  that  the  farm.ers  set  the 
pattern  for  'ooth  the  community  and  the  cooperative. 

A  cooperator  is  an  individual  who  prefers  to  have  something  to  do 
vith  the  planning  himself.  He  prefers  to  have  an  important  hand  in  running 
his  own  "business.   That  is  why  he  has  joined  with  other  farm.ers  to  extend 
his  operations  "oeyond  the  mere  production  of  crops,  and  to  gain  for  himself 
certain  "benefits  he  would  not  otherv/ise  have. 

Cooperation  involves  certain  privileges  and  responsi"bilities.   It 
is  not  very  easy  to  divorce  cooperative  privileges  from  cooperative  responsi- 
"bilities. 

One  of  the  privileges  in  a  cooperative  is  the  privilege  of  owner- 
ship.  It  is  a  privilege  to  own  or  share  in  the  ownership  of  your  own  "business. 
But  against  this  privilege  of  ownership  is  the  re3ponsi"bility  of  financing 
the  "business,  a  re3ponsi"bility  which  is  also  shared  with  the  other  mem"bers. 
There  can  "be  no  ownership  without  financial  investment  on  the  part  of  the 
memlDcrs. 

The  cooperative  mem'bers  who  know  and  appreciate  the  privilege  of 
o'.'mership  will  never  make  unreasona"ble  demands  upon  their  association. 
They  will  not  e:rpect  advances  that  are  on  the  danger  line  of  prudence.   They 
will  not  expect  loose  credit.   They  v;ill  not  ask  for  special  concessions. 
They  will  recognize  that  in  a  cooperative  every  mem"ber  has  equal  privilege, 
on.d  v;hat  goes  for  one  goes  for  all.   They  will  v;ant  their  joint  enterprise 
run  as  they  themselves  would  manage  a  private  "business  of  their  ovm.   They 
will  give  it  financial  support,  in  other  words,  "both  "by  investing  in  it  and 
"by  resisting  all  attempts  to  weaken  its  capital  structure.   The  privilege  of 
cooperative  ownership  is  thus  insepara"ble  from  the  r^sponsi'cility  of  adequate 
financing. 

It  is  a  privilege  also  to  m.rJce  the  savings  or  to  gain  the  increased 
returns  that  your  cooperative  may  malce  possihle.   Put  "before  you  reap  this 
privilege  it  is  necessary  that  you  fulfill  the  o"bliga,tion  of  giving  your 
cooperative  your  patronage.   The  privilege  and  the  responsi"bility  are 
insepara"ble.   You  cannot  have  the  one  vdthout  the  other. 

This  point  might  seem  to  "be  so  o"bvious  as  to  require  no  further 
ela"boration.   It  goes  without  saying  that  if  a  cooperative  can  save  money  in 
the  purchase  of  supplies,  it  is  necessary  to  purchase  the  supplies  in  order 
to  get  the  savings.   And  if  a  cooperative  can  add  to  the  farmer's  net  returns 

LO. 


Ml 


"by  handling  his  crops,  it  necessarily  .-mist  handle  them  hefore  he  can  get  the 
■benefit.  Bat  this  whole  "business  of  reaping  "benefits  and  supplying  patronage 
goes  a  little  hit  deeper  than  that. 

A  cooperative,  like  any  other  enterprise,  needs  an  adequate  volume 
of  "business  in  order  to  operate  most  efficiently.   The  volume  mp,y  "be  large  or 
it  .-nay  "be  small,  depending  on  the  size  of  the  association  and  its  operations, 
"but  it  must  "be  sufficient  to  v/arrant  the  investment  in  facilities  and  the 
expenditure  of  the  overhead  costs.  An  adequate  volume,  moreover,  is  an 
essential  toward  gaining  certain  marketing  or  merchandising  advantages,  and 
it  may  make  possi"ble  various  savings  in  handling  costs.  By  patronizing  his 
p.ssociation,  therefore,  each  individual  mem"ber  contri"butes  to  the  volume  which 
in  itself  makes  pcssi"ble  some  of  the  cooperative  advantages  which  he  seeks. 
The  voluntary  patronage  of  mem"bers  saves  for  the  cooperative  the  procurement 
costs  which  must  "be  spent  "by  most  private  "businesses  in  order  to  secure 
volume.   Since  the  cooperative  mem"ber  is  already  one  of  the  owners  of  the 
"business,  it  vfould  "be  illogical  to  expect  that  he  would  have  to  spend  his  ovm 
money  to  solicit  his  own  "business. 

The  "in  and  outer" — the  mem"ber  v:ho  uses  and  a"buses  his  cooperative 
as  the  siti^ation  suits  him — not  only  fails  in  one  of  his  chief  coopera.tive 
responsi"bilities,  hut  pulls  dovm  the  effectiveness  and  efficiency  of  his  ovm. 
husiness  enterprise. 

A  third  privilege  of  members  in  their  cooperative  is  the  privilege 
of  helping  to  run  their  mutual  enterprises,  of  having  a  vote  and  something  to 
saj''  ahout  it.  And  the  responsibility  that  links  up  with  the  privilege  of 
democratic  control  is  the  responsi"bility  of  voting  and  of  being  well  enough 
informed  to  vote  intelligently.   It  involves  the  simple  rjid  common  sense 
practice  of  knowing,  in  a  general  way  at  least,  about  the  business  you  are  in. 

These  three  privileges — that  of  ownership  in  the  cooperative,  of 
sharing  its  benefits,  and  of  sharing  in  its  control — are  inseparably  linked 
v'ith  the  three  responsibilities  of  financing  the  association,  supplying  it 
v;ith  patronrgie,  and  voting  on  a  well- informed  basis.   It  is  interesting,  but 
not  very  pleasant,  to  see  v^hat  happens  when  a  group  of  farmers  attempt  to  reap 
the  privileges  of  coopera.tion  v/ithout  shouldering  the  responsibilities. 

V/e  all  have  responsibilities  in  a  cooperative,  and  in  a  democracy. 
We  have  responsibilities  and  we  have  privileges — but  v/e  cannot  long  enjoy 
the  privileges  without  also  putting  our  shoulders  to  the  wheel.   It  is  the 
price  we  must  pay — and  a  small  price  it  is — for  democracy  in  government  and 
democracy  in  business. 
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The  Banks'  Responsibilities  to  the  Cooperatives 

L.  G-.  roster.  President 

Columbia  BcvrAz   for  Cooperatives 

Colujnbia,  South  Carolina 

The  banks  for  cooperatives  must  offer  a  lending  service  tailor-made 
for  the  cooperatives  in  each  district.   It  is  our  responsibility  to  be  in  a 
position  to  meet  all  of  the  sound  credit  requirements  of  all  farmers'  coopera- 
tive associptions  in  our  districts.   It  is  the  responsibility  r.f   the  banlzs 
for  cooperatives  to  assist  and  hasten  the  development  of  sound  and  up-to-date 
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"business  principles  and  practices  in  cooperative  associations.   Our  responsi- 
"bility  as  "bankers  in  this  connection  is  to  diffuse  our  knowledge  of  banking 
and  finaxice  so  that  this  knowledge  will  "become  as  much  a  part  of  a  farmer's 
equipment  as  the  kno^^rledge  of  when  to  plow,  v;hen  to  plant,  v;hen  to  harvest 
and  when  to  sell. 

Our  first  o"bjective  in  a  sound  financial  program  is  to  help  cooperar- 
tives  find  the  vfaj^  to  provide  adequate  capital  for  carrying  on  the  "business 
properly  and  in  an  efficient  ma.nner. 

There  are  certain  "broad  principles  on  financing  cooperatives  which 
may  "be  summarized: 

1.  In  principal,  mem"bers  of  a  cooperative  should  raise  all  the 
capital  necessary  to  finance  the  acquisition  of  its  fixed 
assets.   In  practice,  hov/ever,  if  this  cannot  "be  done  the 
producers  should  plan  to  put  up  initially  at  lea.st  Uo  per  cent 
of  the  cost  of  the  facilities. 

2.  Working  capital  needed  permanently  in  the  operations  of  the 
cooperative  should  "be  furnished  "by  the  mem"bers.   In  other 
v/ords,  the  cooperative  should  have  sufficient  ovmed  working 
ca,pital  to  liquidate  all  current  loans  or  other  de"bt,  other 
than  the  normal  float  which  is  due  trade  creditors,  at  least 
once  each  year,  and  still  "be  a"ble  to  maintain  a  favora'ble 
ratio  of  current  assets  to  current  lia"bilities. 

3.  Additional  working  capital  needed  to  finance  peak  seasonal 
operations  can  he  secured  through  short-term  loans  which  should 
"be  liquidated  at  least  once  each  year. 

U.  A  cooperative  should  not  under  normal  conditions  use  its  full 
"borrowing  capacity — there  should  "be  a  reserve  of  "borrovdng 
capacity  for  use  in  emergencies. 

It  is  important  to  see  that  the  cooperative's  marketing  or  mem"ber- 
s'nip  agreement  "be  so  drawn  as  to  ena"ble  it  to  "be  properly  finajiced.   It  is 
the  universal  practice  of  cooperatives  to  make  deductions  from  the  proceeds 
of  ths  sale  of  products  to  defray  operating  and  other  expenses.  Most 
cooperatives  also  repay  their  inde'btedness  and  finance  the  acquisition  of  fixed 
assets  in  this  same  manner.   The  courts  have  held  that,  no  matter  how  advisa"ble 
or  essentia,l  deductions  other  than  those  authorized  ma.y  .appear,  only  those 
v/hich  p,r'3  authorized  in  the  contract  or  hylaws  can  "be  retained  "by  the 
cooperative.   Therefare,  the  wisest  procedure  is  to  set  forth  a,dea_^uately  in 
the  contract  or  "bylaws  the  purposes  for  v;hich  dedxictions  may  "be  made. 

The  amount  of  the  ca.pital  retain  is  influenced  hy  a  num"ber  of 
factors  such  as  the  type  of  operation  conducted  "by  the  association,  the  stage 
in  the  history  of  the  association  vrhich  has  "been  reac?ied,  the  competitive 
situation  in  the  industry,  and  the  understanding,  or  lack  of  -understanding  "by 
the  mem"bership  of  the  function  of  a  capital  retain.   Therefore,  it  is  advisa"ble 
that  the  amount  of  retain  "be  adjusta"ble  to  meet  the  opera.ting  situation  which 
the  association  may  face  rather  than  to  have  a  definite  retain.  Personally, 
I  "believe  the  capital  retain  should  "be  a  fixed  sum  per  ujiit  "because  it  is  more 
certain  than  a  percent  deduction  from  sales  which  may  fluctuate. 

The  revolving  capital  type  of  financial  structiire  has  become  known 
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as  the  modern  setup  in  "both  stock  and  non-stock  associations.  <^  /  — ' 

If  the  revolving  cn,pital  type  of  financing  is  to  Tdb  used,  then  it 
shTjld  Tdb  so  specified  in  the  bylaws  and  maTketing  agreementi 

Here  are  sons  of  the  advantages  of  the  Revolving  Ca.pital  Plan: 

1.  It  provides  a  practical  way  to  capitalize  the  association. 

2.  It  keeps  the  ownership  and  control  of  the  cooperative  in 
the  patron-memher. 

3.  It  provides  that  those  who  use  the  association  finance  it 
in  proportion  tc  the  use  they  -nake  of  it. 

U.   It  provides  an  equitable  procedure  for  repaying  the 

investment  v/hich  a  retired  or  deceased  member  may  have 
made . 

5.  It  provides  a  simplified  method  for  treating  raemhers  and 
non-memhers  alike. 

6.  In  short  -  it  helps  keep  the  cooperative  cooperative. 

While  a  proper  financial  structure  is  an  indicator  of  a  sound 
financial  program,  the  operating  policies  will  determine  the  success  or 
failure  of  a  co-pera.tive  undertalcing. 

Sound  operating  policies  v/ill  include  the  following: 

1.  Sufficient  volume  v;ith  a  handling  margin  large  enough  to 
pay  operating  expenses,  repay  its  loans,  keep  its  finrncial 
structure  intact,  or  improve  it,  and  at  the  same  time  return 
to  members  for  their  products  as  much  or  more  than  competitors 
do. 

2.  Credit  Policy  -  Overinvestm.ent  in  receivables  is  one  of  the 
most  serious  weaknesses  in  most  cooperative  associations' 
financial  picture.   This  unfavorable  position  can  be  cured 
by  proper  chpjiges  in  policy  and  procedure.   The  present 
problem  is  to  get  the  management  of  cooperatives  to  recognize 
the  danger  in  extending  credit  promiscuously  and  in  carryover 
receivables. 

3.  A  conservative  advance  on  products  in  the  case  of  pooling 
operations. 

k.      A  satisfactory  sales  program. 

5.  Controlling  expenses  by  operating  under  a  budget. 

6.  G-iving  complete  information  periodically  on  the  association's 
financial  condition  and  operations  to  the  board  of  directors. 

Both  a  sound  financial  plan  and  so-ond  operating  policies  are 
necessary  for  the  success  of  a  cooperative.   Even  those  associations  with  a 
sound  financial  condition  should  begin  to  build  for  the  contingencies  which 
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may  develop  in  the  future. 


We  inust  keep  the  policies  of  our  banks  so  flexi'ble  that  we  can 
assist  cooperatives  in  all  ways  in  keeping  ahead  of  the  procession  in  these 
days  when  conditions  and  circumstances  surrounding  our  "businesses  change 
practically  overnight. 

II mill  Hill! an II 

The  Responsihilities  of  the  Board  of  Directors  and  Management 

H.  E.  Bahcock,  Director 

G. L.F.  School  of  Cooperative  Administration 

Ithaca,  N.  Y. 

Toda;/  I  am  more  tolerant  than  ever;  I  see  there  are  several  v/ays  to 
skin  a  cat,  and  no  group  or  area  has  a  monopoly  on  any  one.   I  expect  to  see 
greatly  incre<ased  competition  from  the  West  Coast  in  education  and  business 
as  well  as  agriculture.   We  in  the  Northeast  are  not  going  to  maintain  some 
of  the  leadership  that  we  have  had  all  our  lives  unless  we  fight  for  it. 

Agricultural  cooperatives  are  one  of  the  fields  in  v/hich  farmers  are 
still  permitted  a  measure  of  free  enterprise.   In  the  last  few  years  more  and 
more  public  services  have  been  handled  by  Congress.  Any  activity  v/hich  has 
to  do  with  improving  the  stajidard  of  living  of  the  people  is  a  public  service. 
I  am  m.ore  interested  than  ever  in  free  enterprise,  freedom  from  government 
management.   I  am  not  against  cooperation  with  the  government  or  with  its 
agencies;  I  am  for  it.  However,  I  am  for  the  maintenance  of  free  enterprise 
and  agricultural  cooperatives  offer  the  best  hope  for  maintaining  free 
enterprise. 

Directors  and  ma:ir,gement  of  cooperatives  carry  a  great  responsi- 
bility on  four  points: 

1.  Thejr  are  responsible  for  the  development  of  a  basic  philosophy 
for  the  cooperative  which  fits  into  the  philosophy  of  the  cooperative  move- 
ment.  Freedom  means  the  right  and  the  opportunity  to  form  one's  own  philosophy 
of  life;  this  is  the  essence  of  freedom.   The  board  of  directors  njid  the 
mr^nagement  of  a  cooperative  must  a.nswer  these  q_uestions:  Are  they  partici- 
pating in  the  cooperative  movement  as  a  punitive  force  to  destroy  the  existing 
economic  order  in  this  co-cmtry?  Is  the  cooperative  being  used  as  an  instrument 
of  class  strife,  a  fight  of  the  have-nots  against  the  ha.ves?  Is  the  coopera- 
tive simply  a  force  vdth  the  idea  of  influencing  the  existing  order  for  the 
better? 

2.  They  must  adopt  a  particular  philosophy  which  guides  the 
operation  of  the  concern  v/hich  they  are  leading.  Again,  these  questions  must 
be  answered:  Does  the  cooperative  aim  at  m.onopoly?  Do  the  managem.ent  and  the 
directors  set  up  liraitrtions  of  the  field  in  which  that  organization  is  going 
to  work?  Does  the  cooperative  have  a  philosophy  of  performing  every  service 
in  connection  with  the  marketing  of  farm  products? 

3.  Tliey  must  recognize  their  responsibility  to  build  up  the  morale 
of  the  employees  and  personnel.   The  philosophy  and  the  ma.n  pov/er  of  a 
cooperative  are  more  important  than  the  commodity  it  handles.  Most  coopera^ 
tivcs  are  too  static.   We  should  shift  the  men  around;  there  must  be  movement 
within  the  cooperative.   Many  cooperatives  are  frozen  in  their  tracks  by  the 
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nnnagenent.   No  nan  should  "be  kept  on  the  sane  joh  for  more  than  ten  years. 

U.   They  have  a  responsihility  to  preserve  and  inplenent  the  dignity 
of  the  patron.   Cooperr.tives  exist  as  one  of  the  practical  nea,ns  hy  v.hich 
individuals  indulge  in  free  enterprise  "beyond  the  activities  rf  the  farm. 
Unless  you  have  a  release  of  this  kind  you  will  have  an  "isn"  of  sone  sort. 
i'Tc  good  nan  will  staj/  "bottled  up  for  long.   We  are  the  hired  enployees  of  the 
people  on  the-  farns;  we  are  the  custodians  of  their  hopes  and  ar."bitions.   So 
v/e  nust  act. 


Summary 

Howard  W.  Sel"by.  General  Manager 

United  Farmers  Cooperative  Creamery  Association,  Inc. 

Charles town,  Massachusetts 

Mr.  Sel"by  revievied  "briefly  and  summarized  the  principal  points 
stressed  "oy  Cominissioner  Sanders,  Mr.  Foster  and  Mr.  Babcock.   He  showed  in 
one  composite  picture  the  closely  intorwoven  responsi"bilities  vrithin  the 
cooperative  of  the  nem"bership,  the  directors,  the  management  and  the  organiza- 
tion itself,  and  in  addition  the  responsibilities  of  the  "banks  for  cooperatives 
to  the  cooperative  movement  as  a  v/hole. 

W  \i  /I  \\  f/  \i  /,'  \'.  \\  n 

tnm  II II 1}  II  tfW 

Federal  Orders  and  Cooperatives 

Eolton  "V.  lloyes.  Commissioner  of 

Agriculture  and  Markets 

Al"bany,  SFew  York 

Some  people  are  concerned  a"bout  the  possi"bility  of  the  Federal 
Orders  assuming  the  vital  functions  of  the  cooperatives  to  such  an  extent  that 
there  may  "be  no  real  need  for  that  type  of  organization  in  the  future.   I 
thinlc  our  present  milk  marketing  system  under  Government  regulation  is  the 
strongest  guarantee  of  survival  of  the  dairy  cooperative. 

Milk  is  no  longer  a  vital  necessity  for  the  ■ba"by  and  young  child 
alone.   It  is  a  vital  necessity  for  all  our  people.   This  makes  its  production 
and  distri"bution  a  pu"blic  service  of  the  first  magnitude.   This  "being  so,  the 
pu"blic  interest  must  transcend  individual  or  group  interest  in  any  considera- 
tion of  tho  pro"blems  of  the  industry  supplying  this  service.   Mr.intenance  of 
an  adeqiiate  and  dep5nda"ble  supply  of  milk  has  "become,  logically  and  necessa- 
rily, the  concern  of  Government.  Protection  of  the  pu"blic  interest  is  its 
"business.   In  the  protection  of  that  interest,  so  fa,r  as  milk  is  concerned, 
I  see  the  Government  responsi"ble  for  assuring  the  producer  a  living  price  for 
his  product.   The  dairyman's  responci"bility  is  to  maintain  an  adequate  and 
dependa"ble  supply. 

We  know  from  our  experience  of  recent  years  it  is  easier  to  state 
these  responsi"bilities  than  to  discharge  them.   Economic  conditions  exert  a 
pov^erful  influence.   Unemployment  and  reduced  purchasing  pov/er  reduce  milk 
purchases.   They  should  not,  "because  milk  with  its  grent  concentration  of 
necessary  health  elements,  is  alv;ays  our  largest  food  value  o"btaina"ble  for  the 
consumer  dollar.   Lower  consumption,  without  a  corresponding  decrease  in 
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production,  inevitalily  means  a  larger  surplus.  A  larger  surplus,  if  unregu- 
lated, means  a  lower  price  for  the  entire  product.   Continuing  low  prices 
threaten  su^jply. 

Another  fundamental  to  "be  rememhered  is  the  inflexihility  of  milk 
production.   The  industrial  manijifacturer  can  adjust  production  to  quickly- 
changed  conditions  or  shut  dowi  completely,  if  necessary.   The  dairyman  cannot 
do  this.  Building  milk  production  is  a  long-tern  process.   It  is  equally  as 
difficult  to  reduce. 

A  further  difficulty  is  to  ohtain  any  semblance  of  "balance  "between 
supoly  and  demand.   Winter  compels  that  covfs  he  stahled,  v;hich  reduces  pro- 
duction.  Spring  and  summer  pastures  increase  production.   Demand  fluctuates 
v'ith  the  v/eather,  too.  A  sudden  drop  in  temperature  lov/ers  dem<and;  a  sudden 
rise  increases  it. 

These  natural  factors,  hov/ever,  are  the  industry's  worry.   They  have 
ViO   interest  for  the  puhlic.   It  demands  and  expects  a  milk  supply  adequate 
alv/ays  to  m.eet  demand.   Vfe  ho.ve  acknov/ledged  the  public's  right  to  make  this 
dem,and  and  the  industry's  chligation  to  meet  it  "by  the  production  of  a  surplus. 
I/hile  this  is  the  consumer's  guarantee  of  an  adequate  supply  for  the  present, 
it  is  at  the  sa-me  time  a  potential  throat  to  the  stahility  of  the  entire 
industry  and  thus  a  threat  to  supply  in  the  future.   Surplus,  if  it  becomes 
too  large,  can  completely  dominate  the  price  of  the  entire  product.   I'/hen  it 
does  that,  the  price  inevitably  will  he  ruinous.   The  producer  eventually  is 
driven  out  of  business.  Having  this  in  mind,  I  thinly:  we  will  agree  that  our 
present  milk  mrirketing  regulation,  or  pome  ir:Tproved  variation  of  it,  must 
continue. 

Our  Ai.-erican  form  of  government  is  to  ne  simply  a  great  cooperative 
organization  itself.   Vi?hat  is  illogical,  then,  about  the  people,  through  their 
own  cooperative  government,  e:^ercising  direct  regulation  over  this  major 
agricultural  industry  to  assure  an  adequate  supply  for  their  cvm  protection, 
and  p  living  price  to  the  producer,  as  a  guarantee  for  the  maintenance  of  that 
supply?  Furthermore,  experience  has  shown,  in  ny  State  at  least,  that  the  old 
and  new  complexities  of  milk  marketing  are  too  great  for  the  industry  alone  to 
meet  effectively  and  satisfactorilj'-. 

This  milk  marketing  regulation,  however,  is  not  a  complete  substi- 
tute for  the  law  of  supply  and  demand.   It  is  a  correction  of  the  law.   The 
marketing  orders  only  establish  producer  prices.   They  mal^e  no  attempt  to 
control  production.   It  is  almost  inevitable  that  better  prices  will  encourage 
greater  production.  A  general  and  indiscriminate  increase  in  production 
without  regard  to  market  conditions  is  a  real  threat  to  the  continued  satis- 
factory operation  of  our  marketing  order.   Thus  I  am.  fearful  our  present  price 
regulation  alone  nay  carry  the  seeds  of  its  o\-nx   destruction,  unless  provision 
is  mp.de  to  keep  production  v.dthin  reasonable  bounds. 

A  cooperative,  like  any  other  organization,  is  established  primarily 
for  service  to  its  mem.bers.   Those  entrusted  vath  its  leadership  and  manage- 
ment can  justify  the  need  for  the  organization  by  service  v/hich  produces 
benefit  to  the  r.embership.   This  means  they  must  conduct  its  affairs  intelli- 
gently, efficiently  and  economically.   This  cannot  be  done,  however,  solely 
by  pursuing  a  selfish  course  v/ith  only  the  welfare  of  the  cooperative  itself 
in  mind.   It  is  an  equally  im-portant  respoiisibilit;,'-  upon  the  mnnagement  and 
leadership  of  the  cooperative  to  have  a  broad  and  constructive  view,  embracing 
both  the  public  welfare  and  the  industry  as  a  whole. 
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So  long  as  the  nanagenent  and  leadership  of  our  cooiJerr.tives  neets 
and  discharges  the  responsibilities  I  have  nentioned,  there  will  he  no  danger 
of  thr  vital  functions  of  the  cooperatives  heing  ahsorhed  and  the  cooperatives 
themselves  possihly  passing  out  of  existence.   Certainly,  the  pres.";nt  marketing 
regulation  itself  recognizes  the  fundamental  ir-portance  of  the  cooperative. 
Further  encouragement  is  given  to  the  cooperatives  hy  special  paj-nents, 
graduated  according  to  service  performed. 

Resulting  from  the  efforts  of  the  cooperatives  themselves  are:   the 
greater  understanding,  better  ac quaint '^Jice  and  d.enonstrated  ability  to  work 
together.  3y  promoting  these  the  cooperatives  ha.ve  made  their  most  substan- 
tial contribution  to  the  building  of  our  present  milk  structure  and  justified 
the  confidence  of  public  and  Government.  By  continuing  to  promote  these 
corperatives  have  their  strongest  guarantee  of  continued  importance,  useful- 
ness and  survival. 

'iiinrirli  vinrini 

How  Can  the  Baric 's  Services  be  Improved? 

W.  Powell 

Professor  of  Business  Management 

Cornell  University 

Ithaca,  ITew  York 

As  a  basis  for  the  discussion  today  questionnaires  were  sent  out 
from  my  office  to  I'JB   cooperatives  that  had  received  loans  from  the  Spring- 
field Bank  for  Cc^peratives  or  had  filed  applications  within  the  last  three 
years.   In  order  that  each  one  might  feel  free  to  e3q^ress  his  real  opinion 
I  gave  assurance  that  the  identity  of  those  who  replied,  would  be  knr:\\m  to  my 
office  alone.  Replies  were  received  from  gi^■  cooperatives. 

Suggestions  for  possible  criticisms  and  improvement  in  service  were 
made  under  seven  general  headings  such  as:  more  practical  appraisal  of 
applications ,  reduction  in  red  tape  before  and  after  closing  loan,  more 
practical  terms  of  repayment,  avoid  interference  in  management,  services  to 
nonborrowers.   I  am  sure  many  items  were  checked  on  account  of  general  con- 
victions and  not  because  of  an  adverse  exi:»erience  by  the  cooperative  with 
that  particular  difficulty. 

Several  cooperatives  felt  tlirt  in  considering  applications  more 
weight  should  be  given  to  intangible  factors  such  as  the  previous  history  of 
the  organiz.ation,  need  for  the  cooperative,  and  in  particular  the  reputations 
of  the  officers. 

Red  tape  appeared  to  be  very  much  in  the  minds  of  those  doing- 
business  with  the  BanJ:.   Rany  felt  that  the  application  form  shculd  be  sh'-^rter 
and  '-.ore  simple  and  that  attorneys  should  not  be  required  in  closing  loans  or 
preparing  papers.   An  equp-1  number  were  sure  that  the  time  between  the  first 
inquiry  and  the  advancing  of  the  money  shculd  be  greatly  shortened.   Ten  per- 
cent of  those  replying  did  not  think  the  Bank  shculd  require  copies  of  bylaws 
and  articles  of  incorporation  and  did  not  appreciate  the  necessity  of  the 
suggested  changes  in  bylaws  or  obtaining  consent  of  stockholders  to  mortgage 
the  co'rperatives '  property  although  this  latter  requirement  is  a  part  of 
state  stcatutes.   Evidently  many  cooperatives  do  not  agree  with  the  Bank's 
policy  of  insisting  on  each  borrcv/ing  cooperative's  maintaining  adeq-oate 
financial  records,  for  almost  twenty-five  percent  criticized  the  requirements 
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Vhat  Should  be  Done  Today  to  Meet  the  Problems  of  Tomorrow 

S.  E.  Ronk,  Business  Analyst 
Springfield  Bank  for  Cooperatives 
Springfield,  Massachusetts 

In  the  past,  the  course  of  prices  received  by  producers  has  been 
dominated  chiefly  by  monetary  and  business  conditions.   The  period  since 
World  War  I  may  be  characterized  as  one  during  which  agricultural  prices  and 
income  followed  a  downward  co\irse  as  they  did  after  the  Civil  War. 

While  conditions  in  agriculture  at  the  outset  of  this  war  differ 
somewhat  from  those  at  the  outbreak  of  World  War  I  the  economic  conditions 
growing  out  of  World  War  II  have  been  and  are  expected  to  continue  to  be 
favorable  to  agriculture  for  a  time,  but  unfavorable  later.  Most  of  the 
important  farm  products  of  the  Northeast  are  produced  for  domestic  consump- 
tion and  should  not  suffer  directly  because  of  reduced  export  outlets.   The 
high  rate  of  industrial  activity  makes  the  outlook  from  the  demand  side 
favorable.  Prospects  are  that  the  price  trend  of  Northeastern  farm  products 
will  continue  upward  for  the  duration  of  the  war  and  for  a  time  following. 
It  is  expected  the  war  and  defense  program  will  bring  an  increase  in  the 
general  price  level  in  the  United  States  which  will  be  followed  by  a  decrease 
in  the  general  price  level. 

As  in  the  case  of  World  War  I,  the  rise  in  prices  likely  to  result 
later  in  this  war  will  be  inflationary.   The  present  huge  government  debt  and 
the  inevitability  of  a  still  higher  government  debt  in  spite  of  efforts  to 
finance  the  war  and  defense  program  as  much  as  possible  by  increased  taxes 
constitutes  one  of  the  principal  reasons  for  expecting  inflation.   It  is  also 
doubtful  whether  the  high  production  of  materials  necessary  for  prosecution 
of  the  v;ar  and  defense  program  can  be  stimulated  without  higher  prices. 

If  any  considerable  inflation  comes,  it  seems  certain  that  it  will 
be  followed  by  deflation  and  business  depression.   The  war  and  defense  program 
will  not  solve  the  basic  problems  of  agriculture.   It  may  further  accentuate 
some  of  them. 

From  the  standpoint  of  agriculture,  one  of  the  most  serious  effects 
of  a  declining  price  level  is  the  change  in  the  relationship  between  farm  and 
retail  prices.   With  increasing  commercialization  of  agricult\ire,  the  service, 
distributive  and  general  overhead  functions  normally  absorb  an  increasing 
proportion  of  our  total  economic  effort.   This  tends  to  widen  the  marketing 
margin  and  increase  the  burden  of  retail  price  declines  borne  by  farmers. 
Farmers  must  find  some  way  to  offset  a  part  of  such  burdens. 

Tlie  future  will  be  a  difficult  time  for  cooperatives.   In  addition 
to  the  problems  accompanying  periods  of  rising  and  falling  prices  which  are 
common  to  all  competitors,  cooperatives  will  be  faced  with  the  problem  of 
operating  under  conditions  somewhat  less  favorable  than  in  the  past  due  to 
the  probable  curtailment  and  elimination  of  certain  special  privileges. 
Already  there  is  a  tightening  of  restrictions  as  to  Federal  Income  Tax 
exemption. 

A  few  of  the  problems  cooperatives  will  face  during  the  war 
years  are: 
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1.  With  higher  prices  for  products  the  advantage  of  cooperative 
to  farmers  becomes  less  apparent. 

2.  Cooperatives  may  have  ler,s  incentive  to  improve  services  and 
develop  market  oiitlets. 

3.  High  prices  tend  to  obscure  long-time  basic  trends. 
U.   A  short  labor  supply  with  keen  competition  for  labor. 

5.  Shortage  of  transportation  facilities. 

6.  Shortage  of  certain  supplies  and  stocking  of  larger  inventories 
in  certain  instances. 

7.  Increase  in  value  of  inventories. 

g.   Increased  capital  required  to  conduct  the  business,  to  finance 
investment  in  receivables  and  inventories,  advances  to  grov/ers 
and  costs  of  processing  and  marketing.   This  demand  for  funds 
may  temporarily  interrupt  the  rotation  of  capital  and/or  pay- 
ment of  dividends. 

9,  Demand  for  and  tendency  to  expand  physical  facilities  and 
services. 

10.  An  increase  in  prices  goes  a  long  way  toward  covering  up  high 
costs  M,nd  inefficiencies  in  doing  business. 

11.  As  margins  tend  to  widen  a  larger  number  of  competitors  may 
enter  the  field. 

12.  General  overexpansion  and  incurrence  of  top-heavy  liabilities. 

A  few  of  the  problems  cooperatives  will  face  during  the  post-war 
years  of  general  economic  distress  are: 

1.  During  a  period  of  falling  prices,  industrial  activity  recedes, 
markets  become  restricted  and  there  is  a  reduction  in  volTome  of 
business. 

2.  Increased  demands  for  extension  of  credit  accompanied  by  its 
frightful  toll  of  loss. 

3.  Slov;  and  sluggish  movement  of  many  inventory  items  and  an 
unbalanced  inventory  in  certain  instances. 

U.  Decrease  in  value  of  inventories. 

5.  Heavy  burden  of  carrying  overinvestment  in  fixed  assets. 

6.  As  margins  tend  to  narrow  competition  becomes  keener  and  with 
tougher  competition  the  cooperative  must  assume  role  of 
pacesetter. 

7.  Demand  for  reduction  of  margins  to  level  of  expenses  or  below — 
demand  for  excessive  advances  on  products. 
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2.  Difficult  to  reduce  expenses  to  the  extent  of  decrease  in 
dollar  volume  of  business.  V»'ages  and  ite^s  of  cost  such  as 
interest,  tarces,  insure.nce,  depreciation  and  other  fixed 
charges  lag  and  renain  relatively  high. 

3.  Difficult  to  maintain  nembership  investnent  in  the  business. 
Continued  insistence  to  speed  up  the  liquidation  process 

by  demand  for  dividends  on  investment. 

10.  Burden  of  meeting  debt  repayment  schedules. 

If  this  summary  of  economic  prospects  is  correct,  then  now  is  the 
tir.e  to  put  the  cooperative  on  a  sound  business  basis  so  it  \rill   best  be  able 
to  adjust  to  changing  economic  conditions. 

Jill  II  II  II  II  n  It  If  /; 
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T^That  Should  bo  Done  Today  to  Meet  the  Problems  of  Tomorrow 

H.  Joy,  President 

The  Qiainobaug  Valley  Cold  Storage  Association,  Inc. 

Putna:3,  Connecticut 

In  any  possible  conception  of  the  future,  there  caJi  be  no 
substitutes  for  a  membership  that  is  well  informed,  a  management  that  is 
close  to  the  operations,  and  a  plant  that  is  efficient  in  performing  the 
services  for  which  it  is  operated. 

We  axe  storing  apples  cooprra.tivoly,  because  we  know  v;c  can  better 
serve  ourselves  and  our  industry  in  tha,t  way.   Wc  miist  keep  our  fundamental 
ideals  under  any  and  all  conditions. 

Wc  arc  performing  a  seasonal  service  with  peak  lca>,ds  of  service 
coming  in  September  and  October.   Operating  personnel,  except  a  full-time 
manager,  is  seasonal  help.   Our  labor  problem  is  going  to  be  more  of  a 
problem.  More  roller-track  conveyors  -  anything  to  h£.ndlc  the  service 
quicker  p.nd  easier  will  be  a  help. 

We  have  large  crop  ycpj-s  and  sr.all  crop  years  making  wide  swings 
in  volume  while  fixed  ovcrhea.d  is  about  steady.  To  help  stabilize,  we  axe 
trying  to  use  our  plant  more  fully  -  consumers  cooperative,  lease  to 
gexegc  -  trying  to  serve  a  larger  area,  service  on  packages  -  packing  and 
selling  for  members.  Packing  and  selling  may  become  more  important  in  the 
future. 

A  quick  freezing  plant  and  locker  system,  for  the  preservation  and 
storage  of  farm  raised  food  is  ha.ving  much  thought  from  some  of  us.   In  the 
economy  of  the  future  this  might  well  be  one  of  the  most  valuable  cooperative 
efforts  in  our  community  and  it  would  have  a  stabilizing  effect  on  the  apple 
cold  stor?^e.  We  may  need  to  give  more  attention  to  the  return  of  capital 
to  members;  to  reserves  for  depreciation,  obsolescense,  repairs,  expansion, 
new  equipment;  to  sound  rates  for  services. 

In  r.ny  preview  of  the  future  we  may  be  certain  cooperatives  are 
going  to  play  a  Irrger  part  in  our  agriculturrJ  economy. 
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What  Should  Ipe  Done  Today  to  Meet  the  Pro"bleins  of  Tomorrow 

Ferris  C.  Waite,  Manager 
Capital  District  Cooperative,  Inc. 
Menands,  New  York 

Let  us  not  forgc'^t  that  with  greater  problems  today  we  also  have 
greater  opportunity  for  service  -  that  service  extending  far  "beyond  our 
membership  -  service  to  our  Nation. 

Whether  Protestant;?,  Catholics,  Jews  -  Republicans,  Democrats, 
New  Dealers,  Anti-New  Dealers,  we  must  all  be  sure  that  our  thoughts  and 
ideas  are  constructive  and  then  our  cooperatives  can  play  a  very  important 
part  in  guiding  and  developing  -  ever  mindful  that  freedom  and  justice  must 
prevail. 

It  is  the  belief  of  many  that  wg  shall  have  inflation.  At  the 
present  time  employment  is  increasing  tremendously  due  to  the  National 
Defense  Program,  good  labor  is  scarce,  total  purchasing  power  is  increasing 
and  there  is  a  tendency  to  spend  carelessly.   ¥e  must  not  be  led  astray  again; 
spend  now  as  we  spent  in  1S30.  operate  our  businesses  as  we  had  to  in  succeed- 
ing years.   Be  careful  of  long-term  agreements,  they  may  cost  you  large  dollars 
and  you  may  secure  small  dollars  in  return.   Be  cautious  of  expansion.   Our 
businesses  may  pick  up  so  that  we  think  our  facilities  are  not  large  enough. 
Let  us  be  sure  that  oui'  businesses  will  always  warrant  such  additional 
fa.cilitiGS. 

We  must  remember  that  billions  are  being  spent  now  which  must  be 
made  up  in  years  to  come  by  taxation.   Our  facilities  will  not  be  overlooked  - 
the  greater  our  facilities  the  greater  our  taxes  on  ttiese  facilities;  regard- 
less of  the  volume  of  ^ur  business  or  our  ability  to  pay,  we  will  have  to  pay. 
Let  us  give  added  thought  to  even  more  efficient  operation  of  our  present 
facilities. 

We  must  exercise  our  practical  knowledge  in  guidance  and  influence 
wherever  possible.  We,  as  markets,  must  continue  to  be  interested  in  the 
welfare  of  our  patrons  as  individuals  and  be  ready  to  assist  in  individ\ial 
problems.   We  must  continue  to  lend  our  aid  in  educational  programs  for  more 
efficient  production,  packaging  and  marketing. 

Our  markets  are  the  natural  gathering  points  for  the  producers  of 
vegetnbles,  fruits,  poultry  and  dairy  prod\icts  and  it  is  a  serious  mistake 
if  advantage  is  not  taken  of  such  an  opportunity  to  carry  on  and  aid  in 
educational  programs  for  the  advancement  of  agriculture.   The  more  successful 
o-ijir  members,  the  more  successful  will  be  our  cooperatives  and  the  more 
prosperous  our  communities. 

We  must  not  lose  sight  of  the  fact  that  our  patrons  include,  not 
only  the  producers,  but  also  the  brokers,  wholesalers,  and  buyers.  All  of 
these  groups  have  their  problems  and  we  should  give  them  more  than  passing 
interest.   If  our  brokers  and  wholesalers  know  that  we  are  ready  and  willing 
to  aid  and  cooperate  with  them  a  much  better  atmosphere  will  pervade  the 
whole  market.   I  am  very  certain  that  through  the  medium  of  our  market  both 
the  producers  and  the  chain  distributor  will  be  greatly  benefited.   Within 
the  next  year  we  are  planning  a  school  for  retailers. 

The  service  which  can  be  rendered  by  a  market  is  extremely  broad 
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r.nd  vc  shoiild  cover  r.s  Irxge  v.   field  r.s  possible.   In  return  for  these  services 
the  trr.de  and  agriculturrl  interests  are  not  only  obligated,  but  show  a  desire 
to  support  such  a  narket.  All  concerned  vxc   vrorking  for  the  best  interests  of 
their  narket* 

/I  »  II  I!  II  u  II  n  II  » 
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VHaat  Should  be  Done  Today  to  Meet  the  Froblcns  of  Tor.iorrov 

J.  K.  Westberg,  Head 
Feed  Service  Departnent 
Eastern  States  Farmers'  Exchange 
Sprir^ficld,  Massachusetts 

One  point  on  which  we  are  apparently  all  agreed  is  that  when  the 
present  wax  ends,  the  econonic  readjustments  to  be  nade  will  be  worse  than 
anything  v/e  have  experienced  heretofore.  The  first  step  that  we  as  coopera- 
tive p-orchasing  associations  should  tal:e  is  to  do  everything  possible  no\\r  to 
anticipate  the  shocks  and  be  as  fully  prepared  for  then  as  possible. 

The  following  points  do  not  represent  anything  new.   They  are  nore 
a  repetition  of  sound  and  tried  principles.   It  is  csscntiaJ.  in  our  planning, 
however,  to  neet  the  problems  ahead,  to  review  such  principles  and  apply  then 
in  our  organiza.tion  if  they  pre  not  alrca.dy  in  action. 

We  should,  first,  build  a  better  understanding  on  the  prxt  of  our 
nonbership.   In  other  words,  we  should  reinforce  the  foundp.tion.  Every  effort 
should  be  nadc  to  keep  ncnbers  fully  informed  pjid  to  lay  our  organization's 
problems  before  them.  A  fully  informed  membership  will  result  in  better  mem- 
ber support,  will  create  a  more  loyal  membership,  and  thereby  place  the 
orgr-iiz'.tion  in  a  better  position  to  v/eathcr  the  storm. 

Vc  should  function  as  a  purchasing  department  for  our  members  and 
not  as  a  sales  agency  for  every  rTticlc  that  nay  be  offered.  Commodities 
should  be  selected,  first,  on  the  basis  of  the  need  of  the  membership;  second, 
on  tlie  basis  of  best  value  in  use.   Overexpansion  of  services  and  commodities 
should  be  avoided  and  if  any  expansion  appcrrs  to  bo  desirable  in  the  best 
interest  of  members  as  a  whole,  thp.t  expansion  should  be  in  tune  with  the 
purchrsing  philosophy  of  the  organization.  G-reatcr  crje  should  be  exercised 
under  difficult  times  to  deliver  to  each  member  equal  value  for  each  dollar 
invested.   Some  degree  of  standpjrdization  should  be  accomplished. 

As  cooperative  purchasing  associations,  wc  should  make  sound  and 
prrctical  research  pay  dividends  to  members. 

We  should  strengthen  and  safeguard  the  finrjicial  structure  of  the 
organization,  first,  by  scrutinizing  all  costs  crxcfully,  eliminating  all 
waste  and  inefficiency;  second,  by  adhering  to  the  cash  principles;  and  third, 
by  controlling  inventories  rjid  avoiding  speculation.  Many  cooperative 
purchasing  associations  pjtc   caltogcther  too  prone  in  a  period  of  rising  prices 
to  expand  inventories  unwisely  and  thereby  speculate  v;ith  the  members'  a.ssets. 
This  nistrJcc,  together  with  uncontrolled  extension  of  credit,  may  either 
cripple  the  functioning  of  the  orgpjiization  or  destroy  it  entirely.  We  should 
also  strengthen  pjid  safeguard  the  financi?J.  structure  of  the  organization  by 
follov/ing  sound  pricing  and  reserve  policies.  Finally,  in  order  to  crxry  the 
load  that  will  be  thrust  upon  each  organization  in  the  period  of  economic 
readjustment,  we  should  build  a  good  personnel  that  will  be  loyal  and 
competent  to  perform  their  job  well. 
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Continiietl   enphasis   on  sound  "business  principles  will  avoid  the 
pitfalls   of  na.ny  cooperative  failures  as  we  have   seen  then  in  the  past. 
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What  Should  be  Done  Today  to  Meet  the  Froblens  of  Tomorrow 

F.  J.  Wicdeke,  Kianager 
Now  Jersey  Federated  Egg  Producers  Cooperative 
Association,  Inc. 
Tons  River,  New  Jersey 

The  foundation  of  any  good  business  is  a  solid  financial  structure. 
There  riust  never  be  the  slightest  doubt  in  the  mind  of  any  nenbcr  of  the 
financial  responsibility  of  his  cooperative.  No  natter  what  the  future  nay 
hold,  the  cooperative  nust  be  able  to  ncct  all  its  obligations  pronptly. 

There  is  in  v.^   r.ind  no  better  v;ay  to  provide  a  sound  financial 
setup  than  by  the  creation  of  a.  revolving  fund  whereby  the  association 
witMiolds  a  snail  portion  of  the  sales  proceeds  for  working  capital*  Such 
a  syston  autonatically  provides  additional  working  capital  as  the  business 
grows  and  enables  the  association  to  pay  off  ncnbers  who  go  out  of  business. 
It  linits  the  invcstner.t  to  those  who  pjo  actively  using  the  cooperative, 
and  each  nenbcr  contributes  to  the  financing  to  the  extent  he  nakes  use  of 
its  facilities.   Sound  fir.p.ncing  also  req^uircs  thfit  no  patronage  dividends 
be  paid  unless  there  is  a  surplus  of  funds  not  needed  by  the  business. 

The  functions  and  ncthods  of  operation  of  a  cooperative  are 
governed  by  its  certificate  of  incorporation  ajid  its  bylav/s.   It  is  not  only 
nocessc-Ty  that  these  docurr-ents  be  very  crxefully  preprxcd,  but  it  is  even 
nore  necessary  thr.t  the  business  nethods  rre  ?.lways  carried  out  in  accordance 
v;ith  the  rules  of  the  certificate  as  well  as  of  the  bylavfs. 

IText  in  inportancc  I  would  list  nenbcrship  interest.   The  natiiral 
inclination  of  nost  ncnbers  is  to  leave  well  enough  alone.  As  long  as  the 
association  pays  a  satisfactory  price  nraiy  ncnbers  feel  that  all  is  well  and 
that  they  can  sri"ely  stay  at  hone.   It  is  probe.bly  fortiinatc  for  us  that  we 
all  hf.ve  sufficient  conpctiticn  so  that  there  pxe  enough  nenbers  who  think 
the  associatiation  could  be  run  better.   They  keep  the  directors  and  the 
nanagenent  on  their  toes.   Their  questions  at  meetings  cause  discussions 
and  possible  inprovcncnts. 

It  is  important  tliat  ncnbers  be  kept  fully  inforned  at  all  tines, 
particularly  of  difficulties  as  they  arise.  Most  nenbers  ptc  willing  to  do 
their  sli?.re  once  they  understand  the  problcn,  but  all  nenbers  resent  being 
kept  in  the  drxk  until  it  nay  be  almost  too  late  to  do  anything.  We  ha-ve 
found  a  nonthly  news  letter  and  frequent  nectings  nost  helpful  in  keeping 
our  membership  inforned.  We  have  also  n^ade  it  a  practice  never  to  make  any 
important  change  until  it  has  been  thoroughly  discussed  and  approved  at  a 
nenbcrship  meeting. 

Another  requisite  of  a  successful  cooperative  is  an  active  and 
intelligent  board  of  directors.  A  good  director  is  not  necessrxily  a 
narkcting  e:cpsrt  but  he  should  have  cor.i:.:on  sense.   It  v;ill  be  helpful  if 
he  is  experienced  in  v;orki:ig  with  others. 

A  good  director  will  not  expect  the  g.ssociation  to  enploy  his  son 
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or  other  relatives.   In  fact,  one  of  the  most  potent  sources  of  troutle  is 
the  enrploymont  of  relatives  of  directors,  the  manager,  or  even  other 
employees. 

Many  directors  fail  to  realize  that  they  are  personally  responsihle 
for  losses  to  nemlDers  unless  they  exercise  reasonable  care  in  the  control  of 
the  "business.   Therefore,  more  is  required  of  them  than  to  simply  attend 
meetings  of  the  "board  and  approve  the  actions  of  the  manager. 

A  cooperative  is  judged  "by  the  way  it  transacts  its  "business. 
ITaturally,  it  must  "be  scrupulously  fair  in  its  dealings  with  the  mem"bership. 
There  can  "be  no  distinction  made  in  the  treatment  of  members.   Any  complaint, 
no  matter  how  trivial  or  how  unjustified,  is  entitled  to  an  investigation 
and  a  courteous  explanation.   Of  equal  value  is  a  policy  of  fair  dealing 
with  "buyers.   It  does  not  pay  to  take  advantage  of  an  inexperienced  "buyer 
or  to  make  improper  use  of  favorable  market  condition. 

The  cooperative  must  treat  its  employees  fairly.  We  must  provide 
decent  working  conditions  and  pay  fair  wages.   We  should  not  try  to  evade 
or  ask  for  exemptions  from  labor  laws  which  affect  competitive  private 
business. 

No  business  can  hope  to  be  successful  without  a  thorough  account- 
ing system.  An  investigation  of  cooperatives  which  have  fallen  by  the  way- 
side will  reveal  the  fact  that  most  of  them  did  not  keep  adequate  records. 
It  is  equally  necessary  that  the  directors  insist  upon  a  monthly  presentation 
of  balance  sheet,  operating  statem.ent,  itemized  expense  list  and  a  statement 
of  the  aging  of  receivables,  which  clearly  reflects  the  condition  of  the 
business.   Equally  indispensable  is  a  thorough  audit  by  a  competent  and 
disinterested  auditor  at  least  once  a  year. 
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What  Should  be  Done  Today  to  Meet  the  Problems  of  Tomorrow 

J.  A.  Coulter,  Treasi^-er 
Dairymen's  League  Cooperative  Association,  Inc. 
New  York,  New  York 

This  topic  divides  itself  into  two  parts.   One  is  the  problems 
that  the  dairy  cooperative  will  have  to  meet  during  the  period  immediately 
before  us  -  the  period  when  the  price  of  dairy  products,  the  cost  of  labor, 
the  scarcity  of  labor  and  the  cost  of  everything  that  the  farmer  has  to  buy 
are  going  to  vitally  affect  his  problem  and  that  of  his  cooperative  market- 
ing association.   Every  v/ar  in  the  past  has  resulted  in  rising  prices  and 
every  war  has  been  followed  by  a  period  of  decreasing  prices.   The  second 
part  is  the  problems  which  will  confront  the  cooperative  during  this  period 
of  decreasing  prices. 

Some  weeks  ago  I  v;as  astounded  to  hear  a  man  of  wide  experience 
say  that  in  his  opinion  our  present  method  of  Government-fixed  prices  is 
not  likely  to  be  too  long  continued.   I  was  surprised  also  to  hear  him  say 
he  thought  there  was  extensive  dissatisfaction  with  and  opposition  to  the 
way  our  milk  marketing  plan  was  operating. 

Because  of  the  Lease-Lend  Bill  and  because  of  our  need  to  supply 
Britain  and  probably  the  rest  of  Europe  after  the  war  with  dairy  products, 
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he  pointed  out  that  in  his  opinion  the  price  of  dairy  products  was  likely 
to  go  as  high  or  higher  than  the  price  we  would  te  able  to  ohtain  for  milk 
used  in  fluid  form.  He  further  said  that  if  this  happened  every  producer 
would  have  a  market  for  his  milk;  there  would  he  no  surpluses  as  we  have 
known  surpluses  and  that  under  those  conditions  any  method  of  equalizing 
returns  to  producers  would  be  much  less  important  than  it  has  been  during 
the  past  many  years.   I  think  his  feeling  was  that  this  combination  of 
circumstances  would  almost  certainly  eliminate  our  present  marketing  system, 

I  have  talked  with  quite  a  large  number  of  producers  since  my 
visit  with  this  man  and  have  tried  out  his  statements  on  them.   The  reaction 
of  those  producers  has  startled  me.  Almost  universally  they  seem  to  feel 
that  our  present  Milk  Order,  in  the  beginning,  was  supposed  to  be  and 
practically  was  a  Producer  Order,  handled  from  a  producer  viewpoint;  but  that 
more  and  more,  as  tine  has  gone  on,  it  has  cone  to  be  handled  to  a  greater 
and  grep.ter  extent  from  the  viewpoint  of  the  consumer  in  the  city  and  the 
milk  dealer. 

A  rather  careful  study  of  the  effect  of  the  present  proposed 
emergency  amendments  indicates  that  they  will  increase  the  return  to 
producers  by  some  I3  to  15  cents  per  himdred.   This  increase,  considering 
the  present  farm  labor  shortage  and  increased  cost  of  all  materials  the 
farmer  has  to  b-uy  and  considering  the  effect  of  the  very  severe  drought 
which  we  still  have  in  many  parts  of  the  New  York  Milk  Shed,  will  be 
entirely  inadeqioate  to  meet  oior  present  cost  conditions.   This  inadequate 
increase  is  in  face  of  the  fact  that  the  Government  is  asking  us  to  increase 
our  production  of  dairy  products  to  meet  the  needs  of  England  for  food 
supplies. 

One  just  has  to  conclude  that  it  is  a  long  way  from  a  New  York 
State  farm  to  a  Government  office  down  in  Washington. 

If  we  are  likely  to  change  to  a  different  method  of  marketing  milk 
it  seems  to  me  that  the  cooperatives  must  look  forward  to  the  changed 
conditions  which  we  will  have,   I  think  one  of  the  things  that  they  can  do 
most  effectively  in  that  line  was  mentioned  by  a  cooperative  leader  some 
tine  ago  when  he  said  that  cooperatives  should  spend  half  their  time  doing 
things  for  producers  and  the  other  half  telling  producers  about  what  they 
had  done.   It  seems  to  me  that  dairy  cooperatives  in  general  have  not  done 
as  good  a  job  as  they  might  in  selling  the  services  they  have  act-ually 
performed  to  those  who  have  been  benefited  by  those  services. 

Another  thing  that  will  be  necessary  will  be  a  more  united  action 
on  the  part  of  the  various  producer  groups.   Some  of  you  must  know  of  the 
work  of  the  Producer's  Bargaining  Agency  in  the  New  York  Milk  Shed.   Very 
few  people  in  our  territory  would  have  said  that  anything  could  be  done  to 
wipe  out  as  much  of  the  animosity  or  to  bring  about  as  general  an  -under- 
standing of  our  problems  and  as  nuch  increased  confidence  among  the  various 
groups  as  has  been  done  in  the  past  three  years. 

Another  thing  that  cooperatives  must  do,  in  ray  opinion,  to  meet 
the  changed  conditions  is  to  get  themselves  in  the  strongest  possible 
financial  position.   For  a  cooperative,  as  for  an  individual,  the  period 
of  high  prices  into  which  we  are  just  coming  is  going  to  be  an  ideal  tine 
to  pay  off  their  debts.   This  coming  period,  it  seems  to  me,  will  be  a  very 
advantageous  time  for  them  to  build  strong  financial  reserves  against  a 
rainy  day  which  they  can  be  sure  will  cone, 
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You  r.nc  I  knov;  of  people  who  "bought  properties  in  the  tvrenties  ?.t  prices 
v;hich  socned  rcr.sonr-'blc,  but  lost  the::,  in  the  thirties  Isccr.unc  of  the 
chr.n3cd  value  of  those  properties.   It  seens  to  ne  that  definitely  applies 
to  facilities  which  n  cooperative  r.ay  he  tenpted  to  acquire  diij-in^  the  next 
few  years.  We  have  got  to  scrutinize  these  very  carefully  and  nalce  invcst- 
nents  only  in  those  thinf:s  which  wc  can  he  assured  will  pay  for  ther.sclvcs 
very  quickly. 


What  Should  "be  Done  Today  to  Meet  the  Frohlens  of  Tomorrow 

M.  L.  Urann,  President 

Cranberry  Canncrs,  Inc. 

Hanson,  Massachusetts 

Farmers  rmst  increase  their  inconc  -  nust  get   norc  of  consuncr's 
dollar.   The  farner  raist  do  it  for  hi.uself.   One  way  is  to  process  the 
product  and/ or  perforn  added  services  and  realize  the  nanufacturin^  profit 
which  c^cs   to  the  converter. 

The  present  world  conditions  afford  opportvxities  for  cooperation. 
Cooperation  offers  the  necessary  chectoate  to  the  attacks  upon  our  way  of 
life.   The  individual  can  do  little,  hut  teanwork  throuch  cooperation  v/ill 
do  nuch. 

War  and  Defense  Pro-^e~.s  pla,cc  heavy  denands  upon  food  supplies 
as  well  r.s  others.   The  fcj-ncr  can  provide  food,  and  he  nust  conserve  that 
food.  Waste  rrast  he  stopped.   Tlirour-^h  cooperation  farncrs  oust  prepare  the 
food  in  such  forns  and  in  such  packages  and  hy  such  ncthods  as  will  nalte 
all  foods  -lost  available  to  the  people  who  need  it  at  hone  or  abroad.  That 
food  nust  bo  processed  to  store. 

There  seens  to  be  a  real  business  opportunity  and  a  real  need, 
for  all  tine  as  well  as  for  this  period  of  onersency,  for  snail  neighborhood 
cooperatives  -  crjinin,:;  and  processin-  plrx.ts,  dchydratiiv^  plants  and  others 
utilizing;  every  Icnown  nerais  of  savin,7  all  the  available  food.   Cooperatives 
nust  i:?tand?.rdizc  products  and  packr/;cs,  adopt  a  brand  for  consuncr 
identification,  and  cnge^zo   in  central  cr  nass  buying  and  sellin.7.   The 
Northeast  vdth  its  industrial  rreas  and  need  for  inportation  of  food 
supplies  with  attendant  transportation  problens  would  seen  to  offer 
considerable  opportunity  for  such  a  cooperp,tive  proc^ran. 

Throuj^h  this  cooperative  plan  of  econony  we  can  a.cconplish  a 
reduction  in  the  cost  of  living  while  at  the  sane  tine  turninc  losses  into 
inconc  for  the  fpxner  and  providing  work  at  hone  for  our  youn^  -'Cn  and  woncn. 
The  pro.-rra  which  I  have  briefly  outlined  has  been  put  into  actual  practice 
by  the  cranberry  {growers  and  has  been  found  to  be  nost  beneficial.  Any 
croup  of  farner s  can  do  the  srnc. 

TrTrriiii  w  ninrtr 
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Round  Tatle  Discussion: 
r^COm   TAX  PR0EL3MS  AS  ATFECTIEG  COOPBRATIVB  ACCOUI^TIITG 

Discussion  Leaders: 
J.  D.  Lawrence,  Deputy  Cooperative  Bfinl:  Ccnnissioner 
C.  0.  Chauncey,  Attorney,  Springfield  Bank  for  Cooperatives 

Note:  Tollowing  introductory  remarks  "by  Mr.  Lav/rence  the  question 
and  ansv/er  procedure  was  adopted  "by  the  discussion  leaders 
in  order  to  pernit  a  tetter  understanding  of  the  practical 
prohlens  involved  in  determining  tax  status.   Questions 
from  mem\-'ers  of  the  forum  supplemented  those  which  had  heen 
arranged  "by  the  discussion  leaders.   A  few  of  the  more 
important  principles  v;hich  were  considered  have  teen 
siommarized  for  this  report. 

It  may  be  said  that  there  are  six  pillars  upon  which  the  exemption 
of  a  farmers'  cooperative  association  rests.   These  are  as  follows: 

1.  The  association  niist  he  owned  and  patronized  "by  producers  of 
agricultural  commodities. 

2.  The  association  imist  not  do  more  husinoss  with  nonmemhers 
than  vdth  nem-hers. 

3.  Dividends  on  stock  must  he  limited  tc  S  per  cent  or  the 
legal  interest  rate  of  the  state  in  which  the  association 

is  incorporated,  v;hichever  is  greater. 

h.     Members  and  nonmemhers  must  he  treated  alike. 

5.  The  association  must  keep  permanent  patronage  records. 

6.  Purchases  r^-ide  for  nonm.emher  nonproducers  must  not  exceed  I5 
per  cent  of  the  total. 

An  association  meeting  the  requirer.ents  of  the  six  pillars  is  not 
automa,tically  exempt  hut  j;etition  for  exemption  must  "be  filed  and  approved 
before  the  association  is  relieved  of  the  burden  of  filing  returns  and  pay- 
ing taxes.   Once  exemption  has  been  granted  an  association  must  make  certain 
that  its  operations  continue  to  conform  to  the  conditions  of  exemption. 

Effort  should  be  made  to  keep  down  to  a  minimum  the  voting  rights 
in  the  h^jids  of  nonproducers  but  it  is  the  practice  of  the  Bureau  to  be 
tolerant  if  the  percentage  of  nonproducer  ownership  is  snail  and  it  does  not 
result  from  a  policy  of  selling  stock  to  nonproducers. 

An  association  should  not  have  any  earnings  for  its  own  account; 
savings  should  accrue  to  its  patrons, 

Konmember  business  is  permitted  but  a  nonmem.ber  must  not  be  treated 
less  fairly  tha,n  a  member  with  respect  to  the  price  paid  for  product  or 
charged  for  supplies.   From  funds  due  to  a  nonmember  the  association  may 
withhold  an  amount  sufficient  to  qualify  that  nonmember  for  membership  in  the 
association  either  by  purchase  of  stock  in  the  association  or  otherwise. 

Other  cooperatives  or  firms  from  which  product  is  purchased  to  enabl- 
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an  association  to  meet  its  contracts  or  requirements  should  "be  treated  p.e 
patrons  and  they  should  participate  in  any  allocation  of  the  earnings  of 
the  association  which  made  the  purcha.ses. 

Patronage  dividends  should  "be  paid  to  all  those  who  were  patrons 
during  the  period  during  which  the  association  accumulated  the  earnings 
"being  distri"buted.  Failure  to  pay  patronage  dividends  to  those  who  were 
patrons  during  such  period  "but  who  at  the  time  of  distri"bution  are  no 
longer  mem"bers  would  pro'ba'blj''  destroj''  the  exempt  status  of  an  association. 
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it  IS  prooaoxe  tna.i;  without;  xoss  oi  exenpi  status  an  associat 
operating  marketing  and  purch.p.sing  departments  may  allocate  earnings  of 
each  department  to  the  patrons  of  that  department  so  long  as  there  is  n 
discrimination  "between  men"bers  and  nonmem'bers  in  either  department. 


Mem"bers  '  equity  reserves  must  "be  allocated  or  records  kept 
they  may  "be  allocated. 
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Why  Classify? 

Roy  J.  Chase,  Secretary 

The  Farmers'    Mutiial   Insiirance  Company  of  Orleans 

and  Niagara  Co^'^nties 

Lockport,  New  York 

Farmers  are  demanding  insurance  not  only  on  their  farm  "buildings, 
contents  and  equipment,  tut  also  on  their  private  and  public  storages, 
fruit  in  storage  and  in  transit,  farm  truck  and  contents  while  on  the 
highway,  roadside  stands  or  stores,  the  summer  cottage  and  all  their 
other  and  varied  interests. 

The  day  may  shortly  come  when  each  respective  farm  risk  will  "be 
rated  separately  and  paid  for  according  to  such  hazards  as  are  connected 
therewith  or  related  thereto.   In  1932,  Julius  C.  Schultz,  Secretary  of 
the  Herman  Mutual  Farm  Underwriters,  Wisconsin,  changed  to  such  a  plan. 
Their  annual  loss  ratio  has  dropped  and  their  volume  of  insurance  has 
increased.   Mr.  Schultz  now  says:   "I  am  satisfied  that  this  merit  rating 
plan  is  the  only  correct  way  —  allowing  a  credit  in  the  rate  for  the 
farmer  who  is  fire-preventive-minded,  constructing  and  repairing  his  "build- 
ings in  the  direction  of  fire  prevention." 

Many  companies  have  already  met  and  solved  these  classification 
pro"blems.   [Ehey  are  not  so  difficult.   The  tendency  might  be  to  create 
too  many  classes.   The  Insurance  Law  of  most  states  either  demands  or 
points  out  that  adequate  records  must  be  kept  by  the  secretary  to  show 
and/or  prove  that  the  "income"  from  each  respective  class  shall  be  sufficient 
to  and  does  pay  the  "outgo."  Obviously,  the  more  classes,  the  more  book- 
keeping.  Lf't  us  consider  four  separate  classifications. 

Class  1,   Farmer  Brown  moves  into  the  city,  or  the  city  or  village  water 
mains  and  limits  are  extended  to  and  now  include  his  property.  Agents  of 
competing  companies  are  quick  to  sell  him  insurance  for  17  cents  or  less 
per  hundred.   If  you  would  hold  this  business — meet  the  competition.   Make 
it  Class  1  and  at  approximately  one-half  the  farm  rate. 

Class  2.   Through  a  high-grade  class  of  farm  homes  is  installed  a  standard 
hydrant  vrater  system  with  motorized  volunteer  or  paid  fire  department 
within  five  miles.  Again  agents  of  other  companies  are  quick  to  explain 
the  savings  to  these  farmers  on  their  houses  and  contents.   In  this  same 
classification  cones  all  those  non-hydrant  protected  village  hones  and 
rural  ovmer-occupied,  non-farming  houses  and  contents  and  the  garage  or  barn 
and  contents  (except  automobiles).   Other  agents  are  soliciting  these 
properties  at  a  lesser  rate.   It  is  less  than  the  average  farm  rate.   Should 
we  not  hold  this  business?  Why  not  set  up  these  as  Class  2  at  approximately 
two-thirds  of  the  farm  rate? 

But,  says  someone,  what  happens  to  our  farm  rate  when  we  take  out 
these  classes?  Under  the  above  plan.  Classes  1  and  2  can,  at  the  proposed 
rates,  be  a  "feeder"  to  the  farm  treasury;  but  if  you  refuse  to  classify, 
then  these  "feeders"  are  going  into  those  companies  which  will  and  do  give 
a  lesser  rate.   Classify,  hold  and  gain  for  the  benefit  of  your  farmers: 
refuse,  and  eventually  this  desirable  class  is  going  elsewhere. 

Class  3«   The  farm  rate  and  classification  is  easy  except  that  your  coverage 
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must  "be  extended  to  cover  products  and  implements  while  in  transit;  also 
insure  the  farm  truck  and  family  automobile  while  on  the  highway  and  within 
the  charter  jurisdiction  of  the  company.   Other  companies  are  doing  it.   Call 
this  Class  3* 

Class  \,      Farmers'  cold  storages,  warehouses,  fruit  and  produce  in  puhlic 
and/or  private  storage  and/or  in  transit;  threshing  outfits,  farm  stores, 
churches,  schools,  cottages,  creameries,  grange  halls  and  all  the  multitudes 
of  "business  in  which  a  farmer  may  be  engaged  can  all  he  placed  in  one  class. 
These,  written  at  approximately  70  per  cent  of  standard  rates,  give  a  saving 
to  the  insured  and  a.t  the  same  time  furnish  an  excellent  "feeder"  to  your 
farm  insurance  treasury.   For  convenience,  call  this  Class  U.  Hold  your 
customer — give  him  complete  service  and  a  saving.   The  other  fellow  does. 

//  //  W  ifJl  "  "  I'  "   7 
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Some  Reasons  for  Not  Classifying 

A.  C.  Ewell,  President 

Hew  York  State  Central  Organization 

of  Co-operative  Fire  Insurance 

Wyoming,  New  York 

In  1915.  when  our  company  was  organized,  few  companies  of  oiir 
type  exercised  the  privilege  of  classifying  their  risks.  Policyholders 
were  all  of  one  class.   We  were  all  farm  members  of  the  G-range, 
wishing  to  insure  each  other  and  keep  down  the  cost  of  that  protection. 

Any  company  that  classifies  its  assessment  list  and  has  several 
rates  automatically  doubles  the  clerical  work.   Many  policyholders  are 
sure  to  think  they  deserve  a  better  class  than  they  have.   You  will  see 
at  once  our  plan  of  one  class  is  easy  to  escplain — one  rate,  one  assessment 
a  year,  all  policies  five-year  term.   Take  it  or  leave  it. 

We  have  very  few  cancellations  and  only  occasionally  is  there  a 
disgruntled  member.   We  estimate  95  per  cent  of  our  people  are  quite 
satisfied.  As  to  cost,  the  ten-year  average  is  less  than  50  per  cent  of 
stock  company  insurance.   However,  I  do  not  wish  to  be  misunderstood  in 
what  I  h^ve  said,  as  classification  is  necessary  for  most  insurance 
companies. 

ji  fl  11  //  //  ji  ij  7  //  ;/ 
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Difficulties  and  Progress  of  Classification  in  Vermont 

Arthur  H.  Packard,  President 

Vermont  State  Farm  Bureau,   Inc. 

Burlington,  Vermont 

The  Patrons  Cooperative  Fire  Insurance  Company  was  organized  in 
1917  as  the  first  cooperative  fire  insurance  company  in  Vermont.   It  was 
first  proposed  by  the  G-range. 

The  original  single  classification  of  risks  has  since  been 
expanded  to  include  four  classifications: 

Class  I  -  All  farm  property,  including  contents  of  building, 
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churches,  milk  stations  and  some  stores  and  summer 
cottages.  The  advance  premium  for  5  year  policy  is 
$2.60  per  thousand. 

Class  II  -  Hydrant  protected  property,  grange  halls,  village 

dwellings  and  country  residences  without  "barns  or  agri- 
cultiiral  activity.   Advance  premium  is  one-half  that 
for  Class  I. 

Class  III  -  Outlying  barns,  vacant  property,  furniture  stored  in 
"buildings  not  insured  by  the  same  company,  and  modern 
"brooder  houses.  Risk  twice  Class  I. 

Class  I"'/'  -  Blacksmith  shop,  country  garages,  sugar  houses, 

country  stores  without  hydrant  protection,  coal  and 
oil  "burning  "brooder  houses.  Risk  three  times  Class  I. 

Difficulties  in  Classification: 

1.  Agent  more  interested  in  policyholder  than  in  the  company. 

2.  Few  policyholders  read  their  policies  and  many  make  property 
changes  thus  changing  the  classification  without  notifying 
the  company. 

Classification  is  an  attempt  to  divide  among  policyholders  the  cost  of 
insurance  according  to  the  risks  they  have. 

Policyholders  should  "be  warned  of  the  change  in  the  status  of  their 
policies  should  they  vacate  their  homes,  move  furnitiare  from  one  house  to 
another,  remodel  their  buildings  by  putting  in  heating  plants,  etc.,  build 
brooder  houses  or  utilize  other  buildings  for  their  brooders. 

Cooperative  instirance  with  its  various  forms  of  classification 
has  saved  the  farm  and  rural  people  of  "Vermont  thousands  of  dollars  and  has 
contributed  to  better  homes,  better  food,  better  clothing  and  better 
medical  care,  which  could  not  have  been  enjoyed  had  those  saved  dollars  gone 
into  higher  premiums  for  fire  insurance. 


Factors  Influencing  Classification 

Howard  S.  Russell,  Manager 

Mutual  Farm  Underwriters 

Waltham,  Massachusetts 

All  insurance  risks  can  be  divided  into  two  classes — "good"  and 
"bad. "  Following  are  some  of  the  factors  which  may  determine  in  which 
class  a  particular  risk  may  be  placed* 

A  poor  set  of  buildings  in  good  ownership  is  much  better  than  a 
good  set  of  buildings  in  poor  ownership,  as  an  insurance  risk,  according  to 
my  experience.   The  first  question  we  put  down  in  our  attempt  to  classify 
is  this:  Has  the  owner  a  good  character  and  record?  Then  the  second  follows 
in  natural  coiirse:   Is  he  in  a  reasonably  sound  financial  condition?  Since 
this  matter  concerns  fire,  we  ask  a  third  question:  Has  he  ever  had  a 
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suspicious  fire,  or  has  he  any  other  law-breaking  record?   If  the  answers 
to  all  these  questions  are  the  proper  ones,  our  prospective  assured  is  well 
on  the  way  to  the  classification  "good. " 

Nevertheless  a  man  may  he  of  the  test  possible  character,  may  be  in 
sound  financial  condition,  and  never  have  had  a  suspicious  fire  and  still  if 
he  is  trying  to  have  us  insure  an  ice  house  or  an  old  hay  barn  off  on  the 
edge  of  the  woods,  we  all  instinctively  feel  that  we  have  got  to  carry  oior 
classification  further.   We  get  do\«i  to  the  type  of  business:   Is  this  a 
dwelling  and  garage,  is  it  a  set  of  farm  buildings,  is  it  a  business  risk? 
And  so  we  might  go  on  with  a  dozen  other  different  types  of  property. 

The  owner  nay  be  of  fine  character,  his  business  may  be  a  perfectly 
legitimate  one  that  we  would  be  perfectly  willing  to  insure,  yet  we  want  to 
know  something  about  the  buildings  on  which  we  aro  asked  to  risk  our  money. 
What  is  the  general  condition  of  the  buildings;  what  are  the  roofs  composed 
of;  are  the  chimneys  sound;  what  exposures  are  there  from  other  properties; 
are  the  buildings  set  close  together  or  far  apart;  are  all  the  buildings  in 
use  and  are  any  of  them  out  of  date  and  obsolescent;  are  there  any  special 
protective  features  found,  such  as  lightning  rods,  fire  extinguishers, 
self-closing  doors;  conversely  are  there  any  special  hazards  such  as  forest 
fire  exposure,  cigarette  smoking  permitted,  spontaneous  combustion  hazards; 
is  the  property  isolated  and  is  thers  a  telephone?  Before  we  answer  the 
questions  under  this  heading,  let's  not  forget  to  ask  ourselves:   Is  this 
property  salable? 

Having  covered  the  type  of  ownership,  the  type  of  business,  the 
type  of  buildings  or  physical  hazards,  there  is  at  least  one  more  thing 
that  every  insurance  man  asks  himself:   Is  there  public  fire  protection, 
and  if  so  how  far  away  is  it;  is  there  a  water  supply  handy,  and  is  the  road 
to  the  property  good  and  kept  plowed  in  the  winter? 

Since  any  experienced  underwriter  makes  these  classifications  in 
his  mind,  certainly  there  is  no  good  reason  why  he  should  not  be  willing  to 
put  them  down  on  paper.   If  he  puts  then  down  on  paper,  he  will  find  himself 
giving  fit  proportions  of  weight  to  the  different  factors.   The  result  will 
be  that  he  will  classify  his  risks  further  than  "good"  or  "bad,"  he  will 
decide  whether  to  grant  "full  line,"  an  "ordinary  line,"  a  "medium  line,"  or 
a  "small  line. "  So  far,  we  have  been  thinking  only  of  the  insurance  company 
and  we  have  forgotten  the  most  important  man  in  this  arrangement;  namely, 
the  policyholder.   If  classification  is  good  for  the  company  it  is  good  for 
the  individiial  who  is  insured.   Is  it  fair  to  put  an  honest  man  in  the  same 
company  with  a  dishonest  man  at  the  same  rate?   Is  it  fair  to  charge  the 
man  who  has  the  nice  little  b-ungalow  with  everything  as  neat  as  wax  the 
same  rate  per  thousand  as  the  man  who  lives  over  a  greasy  restaiirant?   Is  it 
fair  to  charge  the  man  who  has  taken  the  trouble  to  install  lightning  rods 
as  much  as  the  man  who  has  decided  to  let  the  insurance  company  carry  all 
the  risk?  And  finally,  is  it  fair  to  charge  the  man  who  pays  taxes  to 
support  a  good-sized  fire  department  the  same  premium  as  the  man  who  lives 
in  a  town  where  they  trust  to  luck  and  a  bucket  brigade? 

It  must  be  remembered  that  proper  classification  is  practically 
impossible  without  proper  inspection. 

As  far  as  our  organization,  the  Massachusetts  Mutual  Farm  Under- 
writers, is  concerned  nay  I  say  that  in  our  business  of  insuring  farms  we 
have  been  carrying  on  classification  for  the  last  forty  years  iinder  a  unified 
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leadership  and  with  tmified  statistical  records.      Our  companies  would 
certainly  not  "be   in  the  "business   of   insuring  farms  today  if  we  had  not 
carried  out   this  policy. 

//  li  h  'it  u  II  It  ii  tnr 

Some  Ideas  Regarding  Risk  Ratings 

W.  A.  Benton,  Secretary 

Dutchess  and  Columhia  Patrons'  Pire 

Relief  Association 

Wassaic,  New  York 

Many  companies  including  our  ovm  have  encountered  difficulties  in 
an  endeavor  to  develop  their  own  loss  experience  hy  classes.   Some  of  this 
difficulty  is  due  in  part  to  the  generally  lonsatisfactory  records  which  are 
availahle  and  to  the  fact  that  satisfactory  records  could  he  obtained  only 
through  intelligent  and  cooperative  underwriting  hy  the  directors  and  agents 
of  the  company. 

Our  company  is  trying  to  develop  a  procedure  in  order  to  give 
policyholders  the  benefit  of  the  difference  in  risk  which  exists  between 
different  properties.   The  procedure  depends  upon  the  scoring  of  each 
property  by  an  inspector,  and  through  the  application  of  these  inspection 
scores  the  development  of  several  broad  classifications  can  be  made  from 
which  greater  flexibility  of  rates  can  be  obtained.   This  system  involves 
considerable  computation.   It  should  be  remembered  that  classification 
can  become  too  rigid  and  not  give  sufficient  credit  to  all  the  conditions 
surrounding  the  property. 

'I  'I  II    <  II  II  n  n  II  It 
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Classification  in  Practice 

Francis  L.  Grimes,  Secretary 

Farmers'    Cooperative  Pire  Insiirance  Company  of  Steuben 

County,   New  York 

Horn ell,   New  York 

When  we  speak  of  "classification"  in  insurance  we  really  are 

after  and  desire  loss  rates  and  loss  ratios;  i.e.,  we  really  want  a  price 

charge  for  the  risk  that  is  in  proportion  or  direct  relation  to  the  risk 
written. 

The  fallacy  of  the  "lump"  classification  and  rate  can  be  easily 
s?iown.   Let  us  assume  three  major  classes  of  farm  property,  classed  as 
follows: 

1.  Within  water  or  chemical  truck  protection,  close  to  city  or 
village  having  such  protection,  with  telephone  available  to 
get  prompt  action. 

2.  Outside  the  water  and  chemical  protection  area,  but  on  good 
roads,  with  good  buildings,  up  and  coming  farmer,  usually 
owner  occupied. 

3.  The  back  country  farms,  in  the  hills,  poor  soil,  on  poor  roads, 
usually  tenant  occupied,  heavily  mortgaged,  no  particular  income, 
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To  put  these  three  divisions  of  farm  property  into  one  "lump" 
class  and  rate  is  a  grave  error.   The  wide-awake  competitor  will  through 
his  class  schedule  begin  to  "steal"  away  the  Class  1,  by  using  the  lower 
rate  that  is  more  comparable  to  the  true  loss  history  in  that  class.  As 
the  company  loses  this  class  its  loss  rate  as  an  entire  company  raises  and 
it  will  not  be  long  before  they  lose  Class  2  and  find  themselves  with  mostly 
Class  3  which  no  company  really  desires. 

We  had  to  meet  stiff  competition  some  lU  years  ago  and  our  only 
way  v;as  through  classification  with  variable  rates  comparable  to  the 
protection  and  occupancy  of  the  property  insured.   (Powder  factory  rates 
differ  from  that  of  a  good  Class  A  residence.) 

Any  comprny  can  efficiently  handle  risks  other  than  "farm,"  within 
its  territory  without  increasing  overhead  costs — we  have  for  a  niiraber  of 
years.   We  do  not  compete  with  the  advance  premi-om  or  stock  companies  in 
price  for  this  business  as  many  farmers  already  in  the  company  had  additional 
risks  of  non-farm  character  they  wanted  us  to  carry  for  them. 

We  found  that  the  best  method  to  establish  classification  was  to 
set  up  a  schedule  table  similar  to  that  used  by  the  stock  and  premium 
companies.   This  table  takes  into  consideration: 

1.  Location  of  the  property,  beginning  with  the  best  as  Class  A, 
in  cities  having  full  and  complete  water  protection,  full-time 
fire  department,  alarm  system,  police,  etc.   From  this  class 
it  grades  down  step  by  step  through  the  lesser  protection  to 
Class  D,  which  is  rural  non-farm  with  no  protection  of  any 
kind.   Our  farm  group  is  really  a  subdivision  of  Class  D, 
being  rated  heavier  due  to  its  occupancy  and  ownership.   Thus 
the  two  main  factors,  "location"  and  "use  and  occupancy"  form 
one  side  of  the  table  or  graph. 

2.  The  top  or  other  side  of  the  graph  is  made  up  of  the  type  of 
structure,  being  either  standard  or  sub-standard  roof,  (also 
solid  brick  and  stone,  in  Classes  A,  B  and  C).   We  have  fo-ond 
that  even  though  we  use  the  terra  "roof,"  that  where  this  roof 
is  standard  there  is  usually  a  better  type  of  building  under 
it  than  there  is  where  the  roof  is  sub-standard.  A  dry  wood 
shingle  roof  or  a  cheap  felt  paper  one,  is  sub-standard,  and 
us^'oally  indicates  a  cheap  and  poor  class  of  building.   We  now 
can  determine  from  the  table  these  three  factors,  the  location, 
use  and  occupancy  on  one  side,  and  type  along  the  top. 

3.  We  cannot  put  other  factors  which  bear  on  the  risk  on  the  graph 
and  we  have  added  them  under  the  form  of  "flat"  charges. 

We  have  tried  both  schedule  and  "lump"  methods,  and  have  found  that 
the  schedule  fitted  our  needs.   It  gives  us  a  flexible  method  of  charging,  and 
we  can  effect  reasonable  equity  and  justice  between  our  individual  members. 

Some  may  say  that  setting  up  classification  is  a  major  operation  and 
cannot  be  done.   It  is  hard,  but  anything  v/orthwhile  is  worth  working  hard  to 
get.   The  situation  is  not  hopeless  if  class  records  have  not  been  set  up  or 
started.  All  of  us  have  to  start  some  time,  and  if  a  decision  is  made  to 
classify  the  quicker  it  is  done  the  better. 
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Looking  Forward 

R.  M.  Stanton,  Secretary- 
Capital  District  G-range  Cooperative 
Fire  Insurance  CompaLny 
G-reenville,  New  York 

All  of  the  earlier  speakers  have  discussed  classification  and  have 
shown  the  necessity  for  it  if  cooperative  insurance  is  to  meet  competitive 
conditions.   To  properly  classify,  one  must  have  a  thorough  knowledge  of  fire 
prevention  work  and  carefully  study  each  risk  so  that  its  particular  class  may 
be  determined.   This  will  require  more  time  and  effort  on  the  part  of  the 
agents  and  officers  of  the  cooperatives  and  may  even  result  in  the  necessity 
of  replacing  some  of  the  present  men.  A  greater  realization  of  their  Jobs 
and  responsibilities  will  be  essential  if  the  agents,  directors  and  officers 
are  to  attempt  to  develop  a  classification  plan  that  will  really  meet  the 
need  of  cooperative  farm  insurance  associations. 

mi  a  I!  HI!  mi  II II 


36. 


